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FOREWORD 


by F. A. Meere, C.B.E., Comptroller-General of Customs 


Iras book develops the theme of Australia’s progress from a col¬ 
onial status to an independent entity in the field of external trading 
relations and traces the resulting development since federation of 
the formal commitments assumed by the Commonwealth of Aus¬ 
tralia in this field. It presents an outline of developments in Aus¬ 
tralia s overseas trade relations and should serve as a useful 
reference to those who are interested in Australia’s international 
trade problems in general or in obligations assumed under trade 
agreements. Some of the material now presented has not previ¬ 
ously been published. 

The publication of this volume represents a new departure for 
the Department of Trade and Customs. The book traverses an 
important field of Government operations in which this depart¬ 
ment has a major administrative responsibility. It is, moreover, 
a subject which receives less publicity than the department’s work 
in such fields as revenue collection, prevention of smuggling and 
the protection of Australian industries. 

This book has been written by Mr. D. F. Nicholson, an officer 

of the department, and in its preparation he has had access to all 
relevant departmental papers. 

Department of Trade and Customs , 

Canberra , A.C.T. 




PREFACE 


This work originated in a realisation that no comprehensive and 
easily available record existed of Australia’s obligations and bene¬ 
fits in the trading field under agreements entered into with overseas 
countries. 

The intention of the writer has been to tell, so far as this has 
been possible, a readable story of developments in Australia’s 
overseas trading arrangements since federation. This of course 
has necessitated some consideration of obligations involving over¬ 
seas countries, existing at the time of federation, which were neces¬ 
sarily assumed by the Commonwealth Government. In addition 
to pre-federation commitments, negotiations with overseas coun¬ 
tries which were abortive have been covered, since the omission 
of these would have left a gap in the story of the development of 
trading arrangements. Also included are accounts of measures 
taken by the Commonwealth Government which, while not dir¬ 
ectly related to Australia’s formal arrangements with overseas 
countries, have had an effect on such relations, e.g., the launching 
of the trade diversion policy of 1936, the introduction of inter¬ 
mediate rates in the Customs Tariff, and the introduction of import 
licensing in Australia. 

The work covers all inter-governmental contractual relations 
affecting, or which could affect, the movement of goods between 
Australia and overseas countries, both foreign and British Com¬ 
monwealth. It sets out the circumstances surrounding the negotia¬ 
tion and conclusion of all agreements by which the Commonwealth 
is or has been bound, and the circumstances of their termination 
when such has taken place. Obligations by and to the Common¬ 
wealth are also discussed in some detail, together with results so 
far as these are ascertainable from material at hand. 

The wri f er has aimed at a quite comprehensive work in outline 

which would afford a starting-point for more detailed future 

studies of the ground covered. It should constitute a complete 

source of reference as regards Australia’s obligations under all 

trade agreements, and of other countries’ obligations to Australia, 

with the exception that no close study has been made of the effect 

of commitments to take action under tariffs in respect of particular 

commodities, since such a study could hardly be undertaken in 
an outline history. 



y hi Preface 

The work covers events up to the end of 1953, though there is 
reference in some few instances to later developments. 

The writer was one of the original staff of the present Depart¬ 
ment of External Affairs, and in the years of his association with 
Australia s treaty relations has played some part in the making of a 
number of the agreements described. Acknowledgment is freely 
expressed of the help and assistance by officers of the Departments 
of Commerce and Agriculture and External Affairs in supplying 
basic data. It is hoped that the factual material set out will con¬ 
tribute substantially towards a general understanding of develop¬ 
ments in the field of Australia's overseas trading relations since 
the inauguration of the Commonwealth. 

D. F. NICHOLSON. 

Department of Trade and Customs , 

Canberra. 
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CHAPTER I 


Introductory Survey 

1. Pre-Federation Developments in the Fiscal and Trading Fields 

After the adoption of a policy of free trade for the United King¬ 
dom in the forties of the last century, British colonies, including 
the Australian colonies, had not been permitted to impose differen¬ 
tial customs duties on goods from foreign countries, or to establish 
preferential duties in favour of each other. The tariffs of the Aus¬ 
tralian colonies were purely revenue tariffs limited to a very few 
items. The Australian Colonies Government Act of 1850 1 had con¬ 
ferred on each of those colonies freedom to levy such customs 
duties as it saw fit on the importation of goods from the United 
Kingdom, any other British colony or dependency, or any foreign 
country, such freedom being limited by a proviso prohibiting 
the levying of differential duties on goods “from all other countries 
and places whatsoever , including of course the United Kingdom 

.i T Ac * l 185 , 0 Rented the first relaxation of control by 

the United Kingdom Government over tariff policies which the 
ustrahan colonies might desire to pursue, but the limitation over 
le power to levy differential duties was to persist for many years. 
At the time of the passing of the Act tariff policies followed by the 
colonies had reflected the free trade policy of the United Kingdom 
Government, but in 1864 a protective tariff was adopted by the 
\ 'ctorian Government with the avowed object of establishing 
tocal industries in competition with imports from the United 
Kingdom and other sources. Special interests in other Australian 
colonies were also the subject of protective measures 

After the failure of attempts to establish a customs union for 
e whole of Australia (the principal reason for the failure being 

turn of New South Wales to adhere to free trade), the AusLThan 

°i 0 n ; e i C r t0mS Dutles Act was P assed in 1873.-’ This Act ner- 
mitted the levying by the Australian colonies and New Zealand 

o differential duties among themselves, but such duties could not 

be applied to goods from other countries. This limited concession 
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by the United Kingdom Government was never utilised by the 
colonies concerned. 

In 1894, at the Colonial Conference held at Ottawa, the ques¬ 
tion of preferential customs treatment of goods throughout the 
Empire was raised, and the removal of all hindrances to such 
treatment was urged on the United Kingdom Government. The 
Australian Colonies Duties Act of 1895 3 repealed the proviso in 
the Act of 1873 under which the application of differential duties 
to goods from all other countries was prohibited. At the Colonial 
Conference of 1897, the United Kingdom Government agreed to 
denounce those treaties with foreign countries which stood in the 
way of the general adoption of preferential tariffs throughout the 
Empire. 

With the termination in 1898 of the Anglo-Belgian Treaty of 
1862 and the Anglo-German Treaty of 1865, the last major obstacle 
had been removed to the economic development of the self- 
governing colonies in the field of external trading relations. While 
these treaties had subsisted no legislation could be passed or 
agreement concluded which discriminated against the trade of 
Belgium and Germany with any part of the Empire. The applica¬ 
tion of the most-favoured-nation principle in other treaties bind¬ 
ing on the whole or parts of the Empire had resulted in treatment 
equal to that accorded Belgian and German goods being applic¬ 
able to goods from all other foreign countries with which treaties 
applying that principle existed. 

Although substantial fiscal autonomy had not been conceded 
to the self-governing colonies until 1897, after 1876 it had become 
the practice of the United Kingdom Government to provide for 
the accession of such colonies to commercial treaties with foreign 
countries only if this were desired by the colonies. Up to 1876 
the colonies had not been consulted with regard to treaties which 
when concluded bound the whole of the British Empire. After 
that year individual Australian colonies had become parties to 
several commercial treaties between the United Kingdom and 
foreign countries. However, the right of separate withdrawal from 
such treaties on the part of the colonies was not provided in the 

treaties until 1899. 4 

2. Post-Federation Development of Powers and Relations up to 
the Second World War 

The first Commonwealth tariff came provisionally into effect 
on 8th October, 1901, the date of its introduction into the Com¬ 
monwealth Parliament, the Customs Tariff finally receiving assent 
on 16th September, 1902. There was a preponderance of protec- 
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tionist sentiment in the first Commonwealth Parliament, and the 
tariff was in part a protective measure. No steps were taken to 
incorporate preferential provisions in the Customs Bill of 1902, 
and the first preferential measure adopted in the Commonwealth 
was the Customs Tariff (South African Preference) Act 1906, 
which operated from 1st October, 1906. This Act represented the 
Australian concessions in a reciprocal preferential arrangement, 
but its effect was confined wholly to South African goods. In 
1905 and 1906 negotiations for reciprocal preferential arrange¬ 
ments took place between the Australian and New Zealand and 
Canadian Governments, but these were abortive, as was tire 
attempt to pass a Bill according preferential treatment to United 
Kingdom goods. The right of the self-governing Dominions to 
make reciprocal and preferential fiscal agreements with each 
other and with the United Kingdom, that right not to be “fettered 
by Imperial treaties or conventions without their concurrence”, 
had been confirmed by a resolution of the Colonial Conference of 
1907. It was not until 9th August, 1907, that preference to United 
Kingdom goods was accorded provisionally, and was finally incor¬ 
porated in the Customs Tariff on 3rd June, 1908. 

In the meantime Australia continued to be bound by clauses in 
pre-federation treaties applying to the Empire, or to which the 
Australian colonies had adhered, which provided for the accord 
of most-favoured-nation treatment of goods from the foreign 
countries with which the treaties had been concluded. Such treat¬ 
ment of course did not after 1898 apply in respect of preferential 
treatment accorded as between British Empire countries, but re¬ 
quired only equal treatment of goods from all foreign countries 
with which the treaties were in force. 

On 17th March, 1904, a Navigation Bill was introduced into 
the Commonwealth Parliament. The Bill as introduced did not 
become law, and was followed by other Bills, a further one being 
introduced on 12th September, 1907.° As certain pre-federation 
commercial treaties applying to the Commonwealth would have 
precluded provision for discrimination between British and foreign 
shipping which it was considered desirable should be incorporated 
in the Bill, arrangements had been made at the instance of the 
Commonwealth Government for the withdrawal of Australia from 
certain of those treaties. Apart from these considerations there 
was the feeling that Australia should not be hampered in her 
economic development by treaty commitments which had not 
been concerned with Australia’s specific interests. 


° The Bill of 1907 subsequently lapsed, as did several 
Act being ultimately passed in 1912. 


succeeding 


B.lls, the Navigation 
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Since 1908 the Commonwealth Government has withdrawn 
from commercial treaties concluded before federation with sixteen 
foreign countries. As the result of representations to the United 
Kingdom Government and of a resolution of the Imperial Con¬ 
ference of 1911, negotiations were opened by the United Kingdom 
Government with a number of countries with a view to the release 
of the overseas Dominions from obligations under treaties with 
those countries. Other pre-federation commercial treaties have 
ceased to apply to the Commonwealth through denunciation or 
non-renewal, and those still applicable are with countries whose 
trade is not of much importance to Australia. 

After the Imperial Conference of 1911 the form of United King¬ 
dom treaties of commerce and navigation was altered to suit 
changed circumstances, and the treaties henceforth contained, if 
such could be negotiated, clauses whereby the Dominions could 
accede to the treaties, or failing accession could claim most¬ 
favoured-nation treatment for their goods if in fact they accorded 
such treatment. Australia never took advantage of facilities for 
accession accorded in British treaties of commerce and navigation, 
but did so in the case of less formal agreements entered into 
between the United Kingdom and several other countries. 0 Aus¬ 
tralia still has the right to claim most-favoured-nation treatment 
for her goods entering several countries with which treaties of 
commerce and navigation with the United Kingdom exist, but the 
clauses are now of doubtful practical value, except in the case 
of a few countries not signatories of the General Agreement on 
Tariffs and Trade of 1947, and with which Australia never negoti¬ 
ated directly on matters affecting trade. 

The Imperial Conferences of 1923, 1926 and 1930 defined the 
powers and obligations of the Governments of the Dominions in 
entering into contractual relationships with foreign countries, the 
decisions of those conferences covering agreements in the form 
both of agreements between Heads of States and of agreements 
between Governments. The constitutional position was not 
formally altered, so that an agreement between Heads of States 
still required specific exclusion from its effects of those parts of 
the Empire which it was not desired to cover, or a precise definition 
of the territorial limitations of the agreement. Agreements between 
Governments did not of course necessitate any such exclusion or 
definition-the area of their operation was limited by their terms. 

In 1920 a schedule of intermediate rates of duty was introduced 
into the Australian Customs Tariff, as well as a provision (Section 

° See pp. 26-7. 
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9 of the Tariff) under which British preferential tariff rates might 
be applied wholly or in part to goods from any part of the British 
Dominions. The intermediate and preferential rates could only be 
proclaimed to operate after reference to the Tariff Board and alter 
the adoption of resolutions by both Houses of Parliament. Imple¬ 
mentation of the intermediate tariff of 1920 was in fact confined 
to a few tariff items on which the grant of intermediate tariff 
rates to Canada constituted part of Australian concessions to that 
country in 1925. No negotiations were ever carried out with foreign 
countries or with any other British Commonwealth countries on 
the basis of this tariff, reasons perhaps being the unwieldy pro¬ 
cedure associated with its operation, and inability to obtain suffi¬ 
cient specific benefits from other countries owing to the general 
application in a number of countries over this period of the uncon¬ 
ditional most-favoured-nation principle in their treaties of com¬ 
merce and navigation. 

In 1922 and 1925 the Commonwealth Government had entered 
into reciprocal trading arrangements with New Zealand and 
Canada respectively, the agreement with New Zealand being the 
first formal trade agreement concluded by Australia with an over¬ 
seas country. These arrangements were superseded by agreements 
of 1933 with New Zealand and 1931 with Canada, the latter pre¬ 
ceding the Ottawa Agreement between the United Kingdom and 
Australia. The agreements with both New Zealand and Canada 
provided for the application of British preferential tariff rates on 
a large proportion of imports from those countries into Australia. 
Canada subsequently received the benefits of amendments to the 
British preferential tariff resulting from the implementation of 
the Ottawa Agreement, without having to negotiate for them. New 
Zealand also received such benefits as a result of her agreement 
of 1922 with Australia, provisions for the application of British 
preferential tariff rates in both countries having been carried over 
into the agreement of 1933. Corresponding benefits received by 
Australia from Canada as a result of the Ottawa Agreement 
between the United Kingdom and Canada were not substantial 
owing to the nature of the trade between the two countries. Aus¬ 
tralia also received some benefits from New Zealand as a result 
of the United Kingdom-New Zealand agreement of 1932. 

T-hus before the thirties Australia s powers to enter into con¬ 
tractual relationships with overseas countries, both British and 
foreign, in matters relating to trade were virtually untrammelled, 
being subject only to undertakings given at the Imperial Confer¬ 
ences to have due regard to the interests of other parts of the 
British Commonwealth. The development of the powers of the 
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Dominions in the field of trade regulation had coincided with the 
decline of free trade as a national policy in the United Kingdom, 
this policy being finally abandoned with the passing of the 
British Import Duties Act of 1932 and the conclusion of the inter- 
Commonwealth trade agreements signed at Ottawa in that year, * 
including the agreement between the United Kingdom and Aus¬ 
tralia, under which reciprocal preferential concessions were 
accorded. 

It was the world depression of the early thirties which had 
finally brought about the establishment of the present system of 
reciprocal preferences with the United Kingdom, and the Ottawa 
Agreement between the United Kingdom and Australia had almost 
immediately operated to the benefit of the trade of both parties. 
The depression was also responsible for a positive interest being 
taken for the first time in Australia’s markets in foreign countries. 

Until 1929 Australia had for many years experienced no serious 
difficulties in disposing of her principal export commodities to 
overseas markets, foreign as well as British. In that and succeeding 
years, however, as a result of action taken by the Commonwealth 
Government through the tariff and by other means to restrict 
imports and thus conserve overseas balances, retaliatory measures 
were threatened and in some cases taken by European countries 
whose export trade had been hit severely by Australia’s tariff 
restrictions. Moreover, the demand for primary products had 
declined and the market had become more competitive. The Aus¬ 
tralian intermediate tariff had been abolished in 1932, at the same 
time as the measures implementing the Ottawa Agreement were 
brought down. In 1935 an intermediate column was again intro¬ 
duced into the tariff, the rates under this column being designed 
primarily to constitute a bargaining medium in negotiations for 
the conclusion of trade agreements with foreign countries. These 
rates did not operate automatically, but only when proclaimed 
to do so. Their operation was not conditional on reference to the 
Tariff Board or the adoption of resolutions by Parliament, this 
requirement having been dropped from Section 9 of the Customs 
Tariff by an amendment of 1933. 

Up to 1933 Australia had entered into no formal bilateral trade 
arrangement with any foreign country. On 14th December of 
that year, to avoid retaliatory action on the part of Belgium against 
Australian primary products, as a result of tariff treatment since 
1929 of Belgian goods, an agreement was concluded with the 
objective of safeguarding the traditional trade between the two 
countries. The Belgian Government had been particularly con¬ 
cerned with the treatment by Australia of imports of Belgian 
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sheet glass. The agreement was provisional, pending the con¬ 
clusion of a more comprehensive agreement, and was followed by 
a further provisional agreement concluded in 1934. 

Approaches with a view to the institution of negotiations for 
trade agreements had since early in 1932 been made to the Aus¬ 
tralian Government by several European countries, but any nego¬ 
tiations had had to be postponed until after the conclusion and 
implementation of the Ottawa Agreement with the United King¬ 
dom. By this time exchange control systems and a system of clear¬ 
ing agreements had been established in Europe which affected 
exchanges of goods by Australia with most European countries, 
and trade in many cases was confined as far as possible to 

exchanges of goods with countries which had entered into trade 
treaty relations. 


Early in 1935 an Australian delegation had proceeded to Europe 
for the purpose of negotiating, if possible, bade agreements with 
a number of European countries. The delegation found that in the 
countries approached (Belgium, Czechoslovakia, France Ger¬ 
many, Italy, Boland and Switzerland) the Australian restrictions 
on trade put down in 1929 and subsequent years had created an 
attitude most prejudicial to Australian export interests. There 
was also resentment at the effects on their trade of the Ottawa 
Agreement and the consequent tariff measures. None of the negoti¬ 
ations of 1935 was conclusive, and these were continued in Aus¬ 
tralia after the return of the delegation. In 1936 three agreements 
were concluded (with Belgium, Czechoslovakia and France) and 
m 1938 a further one with Switzerland, no agreements being 
arrived at with the remaining countries. The agreements con¬ 
cluded with the four countries were of little consequence to the 
economy of Australia generally so far as concerned tariff and 

primage benefits conceded, affecting as they did only a limited 
held ot overseas trading. 

193fi^lTqt U ^l lia r eXp0rtS conc f ned > the agreements of 

1986 and 1938 did not in some dnections have the full results anti- 

1 A * 1 ^ ^ _ * on the importation 

of Australian goods into the four countries were removed and 

trading was conducted on a much more friendly basis. Although 

the agreement with Belgium contained an undertaking by the 

. J, elg ,7 Government that Australian barley, wheat and frozen beef 

would not be prohibited, the trade in these commodities did not 

recover in the ensuing years. Cereals and meat had been the 

subject of threats of action by the Belgian Government before an 
agreement was arrived at. an 

As from the date of the first proclamation of the operation of 



8 


Australia s Trade Relations 


intermediate tariff rates introduced in 1935 (1st January, 1937), 
pioclaimed rates had begun to apply to a long list of countries, 
including all British Empire countries, countries towards which 
Australia had obligations under agreements to accord most¬ 
favoured-nation treatment, all countries in which Australian goods 
weie entitled to most-favoured-nation treatment under agree¬ 
ments between those countries and the United Kingdom, and cer¬ 
tain other countries with which trading relations with Australia 
were considered satisfactory. The most notable omissions from the 
list at the time were the United States and Japan. 

On 23rd May, 1936, while the abovementioned negotiations 
were proceeding in Australia, the Commonwealth Government 
launched its trade diversion policy against United States and Jap¬ 
anese imports into Australia. The measures taken with regard to 
American exports to Australia did not result in the attainment of 
an announced prime objective of this policy, which was the early 
development of local motor engine production and an encourage¬ 
ment to overseas manufacturers of motor chassis to establish pro¬ 
duction in the Commonwealth. These measures of course affected 
the importation of other goods of United States manufacture, and 
it had been hoped that Australian and United Kingdom manufac¬ 
turers and those of good-customer foreign countries would benefit 
from them. 

As a result of the measures taken by the Commonwealth Gov¬ 
ernment the United States Government withdrew most-favoured¬ 
nation treatment from Australia, but this had little significance as 
regards Australian exports to America. Such treatment was not 
restored until 1st February, 1938, after the Commonwealth Gov¬ 
ernment’s announcement of the alteration of the licensing system 
which had been introduced and the substitution of a system of 
adequate duties in its stead. (The import quotas applying to 
motor chassis were retained for some years.) In the meantime. 
United States goods remained subject to the Australian general 
tariff, the proclamation of the United States as a country goods 
from which would receive intermediate tariff treatment being still 
withheld. The modification of preferences on wheat, apples and 
pears accorded to Australia by the United Kingdom Government 
under the Ottawa Agreement had been negotiated in 1937, to faci¬ 
litate the conclusion of the trade agreement between the United 
Kingdom and the United States eventually signed in November, 
1938, and the relaxation of the trade diversion measures was associ¬ 
ated with the discussions between the United Kingdom and United 
States Governments. 

Australia received no specific benefits under the agreement of 
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1938, but at the time it was hoped that the relinquishment in favour 
of the United States of preferences to enable the agreement of 1938 
to be concluded would result in the initiation of trade negotiations 
between the United States and the Dominions which had conceded 
the preferences. Exchanges of views took place between the United 
States and Commonwealth Governments up to 1942, but no basis 
lor negotiation of a bilateral agreement was ever arrived at, one 
of the principal reasons being the fact that the United States is 
a producer of most of Australia’s principal export products, and 
could not accord a sufficient balance of advantage to Australia 
in direct negotiations. 

The objective of the trade diversion policy insofar as it was 
applied to Japanese goods was totally different from that associ¬ 
ated with the action against United States goods. Textiles from 
Japan had been for some time gaining a substantial market in 
Australia, and had seriously threatened the trade in piece goods 
between Australia and the United Kingdom and other countries 
which had for many years been principal suppliers of the Aus¬ 
tralian market, and which were also good customers for Australia’s 
primary products. The countries concerned had found it impos¬ 
sible to compete with Japanese prices, the Japanese drive for the 
Australian market being part of an effort to expand markets for 
their textiles in a number of countries, some of which had already 

taken action to counter Japanese inroads into their trade with other 
countries. 

Negotiations with the Japanese Government for the limitation 
of the export of piece goods to Australia having failed, the Com¬ 
monwealth Government took action as from 23rd May, 1936, which 
effectively restricted the importation of these goods. Retaliatory 
action was taken by the Japanese Government, and Japanese 
buyers withdrew from the wool sales in Austr alia, while other Aus¬ 
tralian exports to Japan were almost completely prohibited. 

The dispute with the Japanese Government was not settled until 
26th December, 1936, when an informal exchange of notes took 
place setting out steps for the resumption of trade on a normal 
basis. The arrangements included measures limiting imports of 
Japanese textiles, and undertakings covering the relaxation of 
Japanese limitations on Australian export commodities. Before 
the outbreak of war in 1939, annual Japanese purchases of wool 

r Q °™ Aus * a . lia ne Y er a , gain reached the volume of Purchases in 
1935, but this was largely due to economic considerations not con- 
cerned with Australian-Japanese relations. 

United States goods eventually received the benefits of all inter¬ 
mediate tariff rates and concessional rates of primage as from 19th 
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February, 1943, but Japanese goods never did receive such bene¬ 
fits, the tariff concessions to Japan as a result of the settlement of 
the dispute in 1936 being confined to intermediate rates on twelve 
items only of the tariff, these rates being also enjoyed by all other 
countries receiving most-favoured-nation treatment. 

Apart from the agreements mentioned above, the Common¬ 
wealth Government between 1934 and 1941 entered into tariff 
agreements with Southern Rhodesia and Newfoundland, and most¬ 
favoured-nation agreements with South Africa, Brazil and Greece 
for the facilitation of trade with those countries. The agreements 
with Brazil and Greece were entered into for the purpose of coun¬ 
tering action taken in those countries which would have seriously 
affected Australian exports to them. 

Repeated approaches were made by the German Government 
from 1934 until shortly before the outbreak of war in 1939 for the 
negotiation of a trade agreement on a compensatory basis, that 
Government being desirous of increasing German exports to 
Australia to enable Germany to increase her purchases of Austra¬ 
lian wool. Such an agreement would have been in line with the 
German system of barter on the basis of the equalisation of imports 
with exports. In spite of pressure from the wool industry and other 
exporting interests, the Commonweath Government firmly refused 
to bargain with the German Government on the basis of wool 
sales, as this would inevitably have led to strained relations with 
other foreign countries which were far better customers for Aus¬ 
tralia s exports, and in any case the Australian economy has always 

required a surplus from exports to meet financial commitments 
abroad. 

The agreements entered into by Australia with foreign countries 
before the outbreak of war in 1939 were defensive in their origin, 
all of them having been concluded with the object of countering 
action threatened or actually taken by the countries concerned 
which would have hampered the marketing of Australian primary 
products. All the agreements directly involving tariff concessions 
provided for facilitation of the marketing of Australian wool, 
and some endeavour was made to counter the effect of the policies 
of economic nationalism then being pursued over the greater part 
of the European continent. It was found quite impossible to come 
to an agreement which would have countered the effects of 
exchange controls instituted in Germany and Italy, and the Com¬ 
monwealth Government would not entertain any suggestions for 
governmental agreements including undertakings involving the 
barter principle. However, private transactions involving that prin- 
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ciple were never prohibited, and some trading involving barter 
arrangements took place. 

The extension to a number of other countries of concessional 
rates in the tariff under the trade agreements of 1936 and 1938 
had resulted in the field for tariff negotiation with countries such 
as Italy and Germany being considerably narrowed, since both 
those countries, by reason of their inclusion in the list of countries 
proclaimed to benefit from intermediate tariff and concessional 
primage rates in the tariff, had already received such benefits as 
had been negotiated, some of which conferred considerable ad¬ 
vantages on the trade of the two countries in specific goods. 

The application of the intermediate tariff and the abolition or 
reduction of a number of primage rates as a result of the agree¬ 
ments with foreign countries had the effect of lowering the inci¬ 
dence of the Australian tariff, although only over a limited field. 
There was no necessity to consult the Tariff Board with regard 
to tariff items on which it was intended to negotiate for the pur¬ 
pose of obtaining concessions from other countries, but in some 

cases undertakings were given to refer specific items to the Board 
for enquiry and report. 

The maintenance of policies of economic nationalism by a 
number of foreign countries up to the outbreak of war in 1939 
militated strongly against any general relaxation of controls by 
tariffs and quotas which were largely aimed at the maintenance 
of satisfactory fiscal relationships within the British Common¬ 
wealth, and the development of industries in component parts of 
the Commonwealth. International Economic Conferences held 
before 1939 under the auspices of the League of Nations had 
proved largely abortive because of the development of bilateral 
payments and clearing systems arising out of stringent exchancre 
controls established by the larger trading units of the European 
continent. With the exception of the action taken against the 
United States and Japan over a limited period (the trade diver¬ 
sion policy) Australia’s imports from overseas countries in the 
years before the war had been governed almost solely by her 
customs tariff—comprehensive licensing of imports was not intro¬ 
duced until December, 1939, to deal with abnormal circumstances 
arising from the outbreak of war. Australia had no clearing or 
payments agreement with any overseas country. 

No world programme aimed at the liberalisation of trade was 
launched in the thirties, but the programme under the United 
States Reciprocal Trade Agreements Act of 1934 resulted in the 
conclusion with that country of a number of trade agreements 
which had the effect of lowering the tariffs of the countries con- 
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ceined over a considerable field. The trade agreement of 1938 
between the United Kingdom and the United States was one of 
this series of agreements. As has already been remarked, although 
Australia played her part in facilitating the conclusion of this 
agreement, no basis for the direct negotiation of an agreement 
with the United States could be found. 

3. Relations from the Second World War 

While the war of 1939-45 was still in progress, the Allied Powers 
had taken steps to facilitate the resumption of normal economic 
relations between all countries of the world. These steps were 
based on general objectives formulated in the Atlantic Charter of 
1941 and the Mutual Aid Agreements of 1942 with the United 
States, objectives to which Australia subscribed. 

Monetary and commercial policies to be pursued generally after 
the cessation of hostilities received the attention of the Powers. 
The International Monetary Fund and the International Bank for 
Reconstruction and Development were established in 1945, and 
Australia became a party to the agreements creating them. Work 
in the commercial policy field had been going on in the United 
States since 1942, and from 1943 exploratory discussions had taken 
place between United States, United Kingdom and Canadian 
officials. Proposals based on the objectives set out in the Mutual 
Aid Agreements-the expansion of production, employment, the 
exchange and consumption of goods, the elimination of discrim¬ 
inatory treatment in international commerce, and the reduction 
of tariff and other trade barriers-had been discussed, and on 6th 
December, 1945, Proposals for Consideration by an International 
Conference on Trade and Employment” were issued for general 
consideration and international discussion. Australian and other 
Dominion officials had participated in the later consultations lead- 
ing to the formulation of these proposals. From them originated 
the Charter for an International Trade Organisation and the Gen¬ 
eral Agreement on Tariffs and Trade. 

The Charter represented an attempt to create an organisation 
in which common problems affecting international trade could 
be considered under a set of agreed common rules, having due 
regard to the particular problems of individual constituent mem¬ 
bers. Plowever, it was not found generally acceptable, was never 
approved by the United States Congress, and did not enter into 
force. 

The General Agreement, which has operated since January, 
1948, without doubt represented a reaction from the closed 
economic policies and the quotas, clearing agreements, exchange 
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controls and barter systems which were their concomitants, and 
which had regulated the trade of most countries since the depres¬ 
sion of the thirties. These restrictive measures had of course been 
intensified during the war. Customs tariffs had almost ceased 
to be a serious factor in the regulation of trade of countries having 
overriding controls over the flow of goods, and the most-favoured¬ 
nation principle had largely gone by the board. 

fhe Agreement, the general policy provisions of which would, 
it was anticipated, ultimately be superseded by the Charter, is 
intended to give effect to the intention of the Charter to facilitate 
trading relations between member countries by the modification, 
elimination or limitation of existing barriers to the free interchange 
of goods. It is based on the principle of unconditional most¬ 
favoured-nation treatment of goods entering into international 
commerce. It does not provide for the immediate elimination of 
preferential tariff treatment accorded by some countries to other 
countries, but freezes such preferences at existing margins and pro- 
hibits the creation of new preferential tariff margins, except with 
the consent of the parties. 

Existing quota controls, import and export licensing measures 
and other measures regulating foreign trading operations are safe¬ 
guarded if such are essential to the economic and financial stability 
of the countries exercising them, but these measures are kept under 
strict supervision by the Contracting Parties, and the agreement 
envisages their ultimate abandonment. 

The tariff negotiations held under the General Agreement which 
took place at Geneva, Annecy and Torquay 5 resulted in conces¬ 
sions over a wide range of goods entering into Australia’s overseas 
trade, almost all of Australia’s principal export commodities being 
affected. In return for tariff concessions by other countries on her 
export commodities, Australia made a number of concessions in 
die form of die reduction or binding of rates of duty, the elimina¬ 
tion of primage, the reduction of margins of preference in the 
Australian tariff, and the reduction and elimination of preferences 
enjoyed by Australia as a result of agreements with British Com¬ 
monwealth countries, and particularly the United Kingdom The 
concessions affecting the Australian tariff were over a fairly wide 
range, but for the most part were not very substantial. 

Ihe policy followed by the Commonwealth Government in the 
negotiations with other countries did not represent any departure 
at all from that generally followed in negotiations with British 
Commonwealth and foreign countries before the outbreak of war 
m 1939. The Commonwealth Government has always relied 
on the Australian tariff as its principal bargaining medium in 
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exchange for concessions to facilitate the marketing abroad of 
Australian exportable products. The generalisation of tariff and 
primage concessions to most member countries would in any case 
have happened in the absence of the revocation of proclamations 
which had kept the Australian intermediate tariff in force since 
1937. The list of proclaimed items of the intermediate tariff was 
expanded, as was the list of countries goods from which became 
entitled to concessional tariff and primage rates, but none of the 
countries whose names were added as a result of the General 
Agreement, with the exception of Western Germany, was of prime 
importance in Australia’s overseas trade, all other important coun¬ 
tries having already been included in the list. 

As with all other member countries, Australia’s acceptance of 
the commitments under the General Agreement is provisional, and 
her earlier commitments would be revived, insofar as they could 
be applied, if by any chance she should cease to be bound by 
the agreement, or if it should cease to operate. However, over 
90% of Australia’s overseas trade is with countries which are parties 
to the agreement. The ultimate effects of participation by Aus¬ 
tralia cannot be assessed with any degree of accuracy because of 
the continued existence (apart from other factors) of controls on 
the free movement of goods, and particularly on imports into Aus¬ 
tralia. In the meantime the agreement provides a basis for rever¬ 
sion to more normal conditions when restrictive practices mainly 
resulting from imbalance between the resources and productive 
capacities of the dollar and non-dollar areas are less universal, and 
customs tariffs increase in importance as a controlling and pro¬ 
tective medium in trade and industry. 

There are of course provisions in the General Agreement which 
enable any contracting party to obtain mitigation of or release 
from its obligations under the agreement, including negotiated 
tariff and preference reductions, if injury is caused or likely to be 
caused to a party’s domestic producers, or to the producers of a 
country affected by the surrender of a preference. Corrective action 
against the nullification or impairment of concessions may also 
be taken by contracting parties. 

In the aggregate the results of the tariff concessions by all parties 
under the General Agreement, and their generalisation, must have 
resulted in some stimulation of the exchange of goods in world 
trade, though to what degree it would be difficult to assess in 
present circumstances. It would be equally difficult to assess the 
effects of tariff reductions on cost structures in the contracting 
countries, in view of various factors entering into costs, such as 
inevitable post-war scarcities of essential goods for civil purposes, 
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and the world-wide economic effects of the war in Korea. So far 
as Australia is concerned, any general assessment of the effects of 
tariff concessions received or granted by Australia has not been 
attempted, in the absence of readily available facilities for arriv¬ 
ing at even an approximate estimate of effects of any agreements 
to which the Commonwealth is a party on the quantum of trade 
affected by the concessions. 0 

Peace Treaties have now been concluded with seven ex-enemy 
countries, including Italy and Japan, but not Germany or Austria. 
The commercial and economic clauses of the treaties were not 
nearly so onerous as those of treaties concluded after the war of 
1914-18, there being no absolute obligation on the ex-enemy coun¬ 
tries, such as appeared in the Treaty of Peace of 1919 with Ger¬ 
many, to accord unconditional most-favoured-nation treatment to 
the goods of other parties to the treaties over a period of years. 
Indeed, except in the case of Siam, such most-favoured-nation 
treatment as was stipulated over a limited period was only required 
in the event of similar treatment being accorded by each of the 
other parties to the treaties. Western Germany, Austria, Italy and 
Finland are now contracting parties to the General Agreement 
on Tariffs and Trade, and receive from Australia treatment 
common to all foreign contr acting parties in respect of their goods 
entering Australia. 

Australia’s trading relations with both Germany and Japan in 
the period before those countries were able to take their places 
as independent economic units were subject to arrangements made 
in respect of both countries by the United Kingdom acting on 
behalf of the whole of the sterling area. Australia had no direct 
understanding on trade with Western Germany until January, 
1951, when an informal short-term arrangement was concluded 
between the Australian and Western German Governments for 
the facilitation of the exchange of goods. In that year Western 
Germany became a contracting party to the General Agreement 
on Tariffs and Trade. 

So far as Japan is concerned, the initial arrangements with the 
occupation authority were also in respect of the sterling area, and 
not with individual units of that area, Australia being represented 
at the negotiations. Trade arrangements operated from July, 1948, 
until June, 1951. These were allowed to lapse, but sterling pay¬ 
ments agreements in force from January, 1948, the latest of which 
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is still operating, applied to all trade with sterling countries, the 
United Kingdom Government being the contracting party with the 
occupation and Japanese authorities. 

In all matters affecting balances of payments Australia’s policy 
has since the thirties been conditioned by her membership of the 
sterling area group of countries, her close economic and financial 
ties with the United Kingdom necessitating the safeguarding and 
support of the interests of the sterling area as a whole, in the 
ultimate interest of Australia. In her economic and financial deal¬ 
ings with the dollar group of countries, the interests of the sterling 
area as a whole have been paramount, and the severely restrictive 
measures, which have since the early forties applied to imports 
into Australia from the United States and other countries of the 
dollar area, stem from these interests, quite apart from the direct 
interest of Australia, which has had an almost constant deficit in 
trading relations with the dollar area. 

As a primary producing country, Australia has participated in a 
number of multilateral agreements for the marketing and control 
of commodities entering into international trade. Measures taken 
under such commodity agreements are, under Article 20 of the 
General Agreement on Tariffs and Trade, permissible under cer¬ 
tain conditions, and are not subject to the rules laid down in the 
General Agreement. 

It has also been found desirable to enter into informal bilateral 
trading arrangements with several Governments for the facilitation 
of mutual exchanges of goods with the countries concerned. These 
arrangements were all of the short-term type, being designed to 
overcome post-war difficulties usually associated with the licensing 
of the export and import of goods. However, the arrangements 
were not allowed to interfere with the operation of Australia’s 
long-term commitments in the General Agreement on Tariffs and 
Trade, and when a strict adherence to their terms in changing 
circumstances would have involved a departure from the prin¬ 
ciples of the General Agreement, the terms of the General Agree¬ 
ment prevailed. 

Australia has now been an independent economic and legal 
entity in the full sense for some thirty years, so far as her capacity 
to enter into contractual relations with overseas countries is con¬ 
cerned. During that period she has played her part in the develop¬ 
ment of the British Commonwealth preferential system and of the 
sterling monetary area—in both cases under the pressure of 
external circumstances. In the later post-war period, she has be¬ 
come a contracting party to the General Agreement on Tariffs and 
Trade, created primarily to overcome the complex of trade barriers 
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originating in the depression years and intensified by the late war. 
With the other countries of the British Commonwealth she is now 
faced with the problem of reconciling two concepts of external 
trade relations—the regional concept of British Commonwealth 
trade, and the concept of world trade as represented by the Gen¬ 
eral Agreement. 

• ••••• 

Up to the thirties of this century, the treaty between Heads of 
States was the usual form of agreement between British Common¬ 
wealth and foreign countries in matters concerning trading rela¬ 
tions. This form is now almost obsolete, nearly all trade agreements 
since the conclusion of the Ottawa Agreements in 1932 having 
taken the much simpler form of agreements between Governments. 
The General Agreement on Tariffs and Trade is in the latter form, 
and the inter-governmental form has invariably been used in 
agreements between countries of the British Commonwealth. 

In March, 1953, the Royal Style and Titles Act 1953 ,; was passed 
by the Commonwealth Parliament. It received the Queen’s Assent 
on 3rd April, and that Assent was proclaimed in the Common¬ 
wealth Gazette on 7th May, 1953. The Style and Titles set forth in 
the Schedule to the Act are— 

Elizabeth the Second, by the Grace of God of the United King¬ 
dom, Australia and Her other Realms and Territories Queen, Head 
of the Commonwealth, Defender of the Faith. 

In the preamble to the Act it is set out that “it was concluded 
by the Prime Ministers and other representatives” (of British 
Commonwealth countries at a meeting held in London in Decem¬ 
ber, 1952) that, in the present stage of development of the 
British Commonwealth relationship, it would be in accord with 
the established constitutional position that each member country 
should use for its own purposes a form of the Royal Style and 
Titles which suits its own particular circumstances but retains a 
substantial element which is common to all”. The Royal Style and 
Titles adopted would seem now to preclude the conclusion by 
Her Majesty of any treaty which would be binding on the whole 
of the British Commonwealth merely by reason of the omission 
to exclude any specific part of the Commonwealth, 0 since to be 
specifically binding on Australia a Heads of States agreement 
woidd have to specify that Her Majesty was acting in her capacity 
as Queen of Australia and Her other Realms and Territories”. 
This seems to amount to legal implementation of the constitutional 

0 See p. 4 above. 
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convention precluding the United Kingdom Government from 
binding any of the Dominions without the consent of such Dom¬ 
inions, which has been in existence since 1923. 


In succeeding chapters the general developments outlined 
above are covered much more extensively. The growth and exer¬ 
cise of the powers of the Australian Government to negotiate 
with both British Commonwealth and foreign countries in matters 
affecting trade is traced in more detail. All contractual relations 
between countries affecting, or which could affect, the movement 
of goods between Australia and overseas countries are considered, 
as well as some events and procedures which did not result in 
formal engagements, but which affected trading relations. 
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CHAPTER II 


Development of Powers to Make Trade 
Agreements Independently of the 

United Kingdom 


1 . Pre-Federation British Commercial Agreements 

It may be said that until 1919 Australia, in common with the other 
self-governing Dominions, had not obtained full recognition as a 
responsible entity in international affairs, the formal responsibility 
in such matters, including the negotiation and conclusion of 
treaties, having up to that time been exercised by the British 
Crown. Long before 1919, however, Australia and the other self- 
governing Dominions had in the course of their development into 
autonomous communities acquired step by step with this develop¬ 
ment certain rights as regards their treaty relations with foreign 
powers, the acquisition of these rights being a logical consequence 
of the -elinquishment to them by the United Kingdom of a greater 
measure of political and economic freedom of action. 

Evidence of recognition of the rights of British colonies to 
consultation in regard to treaties affecting them first became appar¬ 
ent in connection with commercial treaty negotiations entered 
into by the United Kingdom with foreign countries after 1876. 1 
Up to that year the United Kingdom as a matter of course in¬ 
cluded all colonies in commercial and other treaties without con¬ 
sulting the self-governing colonies as to whether such inclusion 
was acceptable to them or conformed to their policy in matters 
on which they had become competent to legislate. After 1876 it 
became the practice, in negotiating commercial treaties, to make 
them applicable only to the United Kingdom and to British pos¬ 
sessions not having responsible government, clauses being inserted 
specifically excepting colonies having responsible government 
from the operation of treaties, but if possible providing for sub¬ 
sequent extension to such colonies should they so desire. Similar 
clauses were inserted in other classes of treaties, both bilateral 
and multilateral, the subject matter of which was wholly or partly 
within the legislative competence of the colonies. 
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In the earlier commercial treaties containing these clauses, a 
period (usually one year) was always specified within which 
accession in respect of colonies could be effected. This condition 
was later omitted from commercial treaties, and consequently 

accession of the colonies could be effected at any subsequent 
period. 

In a Convention of 1884 for the Protection of Submarine Cables, 2 
which had become applicable to all the Australian colonies under 
a provision in the Convention under which such application could 
be subsequently effected, it was also provided that colonies had 
liberty of withdrawal from the Convention “in the same manner 
as the powers parties to it”. It did not, however, become the prac¬ 
tice until 1899 to make provision in commercial treaties for a right 
of separate withdrawal in respect of self-governing colonies. 

With the federation of the Australian colonies, the formal 
responsibility for the administration of Australia’s commercial 
treaty relations passed to the Commonwealth, subject however to 
some limitations arising from the division of powers between the 
Commonwealth and the States. The Constitution of the Common¬ 
wealth provides under Sections 51 and 52 that the Commonwealth 
Parliament shall have power to make laws with respect to a number 
of specific subjects, including trade and commerce with other 
countries (Section 51 (i)), external affairs (Section 51 (xxix)), 
and customs and excise (Section 52 (ii)). The powers necessary 
to give effect to existing commercial treaties in Australia also 
devolved on the Executive Government of the Commonwealth, 
insofar as the subject matter of the treaties was within the federal 
sphere. 

As a result of the devolution on the Commonwealth of the 
external affairs and other powers, the treaties binding on the 
several colonies before federation remained binding on the Com¬ 
monwealth in respect of the States concerned. In some cases the 
subject matter of treaties previously binding the colonies had 
come wholly or partly within the legislative competence of the 
Commonwealth Parliament. This was so with certain treaties of 
commerce and navigation, which provided for reciprocal treat¬ 
ment in matters of trade and navigation, exemption from military 
service, the appointment of consuls, the treatment of merchant 
vessels and ships of war, and the entrance of foreigners into Aus¬ 
tralia. These are all subjects which are now within the competence 
of the Commonwealth. These treaties also made provision for the 
acquisition and disposition of property by foreigners, and harbour 
dues, which are subjects over which the States retained the right 

to legislate. 
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With regard to the subjects mentioned over which the Com¬ 
monwealth had jurisdiction, it must be assumed that, in cases in 
which all the colonies did not, prior to federation, accede to the 
treaty, the Commonwealth Government was not in a position to 
discriminate between the States in carrying out a common policy 
laid down by the Commonwealth authority, such as the immigra¬ 
tion policy or the tariff policy. 

The application of the portions of those treaties the subject 
matter of which fell within the competence of the State Govern¬ 
ments was not extended to States in respect of which accession 
had not been effected prior to federation. For example, several 
of the treaties of commerce and navigation by which the Com¬ 
monwealth was bound contained clauses conferring on the 
nationals of the country with which the treaty was made a right 
to acquire and dispose of real property in the same manner as 
British subjects. Such clauses could not be held to bind the Gov¬ 
ernments of States which had not adhered to the treaty before 
federation, although responsibility for the treaty had passed to 
the Commonwealth. In such cases the Commonwealth only took 
over from the States obligations which had already existed at the 
time of federation. Similarly, so far as the Northern Territory and 
the Australian Capital Territory were concerned, these territories 
having come under Commonwealth control after federation, 
treaties which did not bind the States of which they formed part 
at the time of federation did not apply to them so far as concerned 
matters under former State jurisdiction. 

At the Colonial Conference of 1902, the question was dis¬ 
cussed, at the instance of the Commonwealth Government, of 
the practice of the United Kingdom Government in communicat¬ 
ing with the colonies with regard to the terms of treaties before 
they were concluded. The United Kingdom Government represen¬ 
tatives explained that, in regard to treaties of commerce and navi¬ 
gation, which appeared to be more especially contemplated by 
the Commonwealth Government, every effort was already being 
made to carry out the policy indicated, and that where a colony 
or colonies were specially concerned it was the custom to invite 
them to be specially represented in the negotiations. The follow¬ 
ing resolution which was adopted by the Conference gave formal 
expression to the practice which had been followed up to that 
time: “That so far as may be consistent with the confidential 
negotiation of treaties with foreign powers, the views of the col¬ 
onies affected should be obtained in order that they may be in 
a better position to give adhesion to treaties/’ 3 

The question of the right of the Dominions to withdraw from 
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commercial treaties entered into in respect of the British Empire 
was considered at the Imperial Conference of 1911. At the in¬ 
stance of the Canadian representative at the Conference, a resolu¬ 
tion in the following terms was adopted: “That His Majesty's 
Government be requested to open negotiations with the several 
foreign Governments having commercial treaties which apply 
to the overseas Dominions with a view to securing liberty for any 
of these Dominions which may so desire to withdraw from the 

operation of the treaty without impairing the treaty as respects 
the rest of the Empire." 4 r 

Prior to the Conference of 1911 the United Kingdom Govern¬ 
ment had made arrangements at the instance of the Common¬ 
wealth Government for the withdrawal of the Commonwealth from 
commercial treaties in force between the Commonwealth and a 
number of countries. This action had been taken as a result of 
provisions in a Commonwealth Navigation Bill allowing of dis¬ 
crimination between British and foreign shipping which could 
not be enforced so far as concerned shipping of countries parties 
to certain commercial treaties by which Australian colonies had 
been bound before federation. It had also been felt strongly that 
Australia should not be hampered in her economic development 
by treaty commitments to the negotiation of which the Common¬ 
wealth Government had not been a party. 

From 1909 to 1911 the withdrawal of the Commonwealth had 
become effective in respect of commercial treaties, concluded 
before federation, with the following countries: Greece (1886), 
Egypt (1889), Plonduras (1887), Japan (1894) and Paraguay 
(1884). The Governments of the Australian States were consulted 
before withdrawal was arranged, and all Governments indicated 
that they had no objection to any action the Commonwealth 
Government might take to terminate adherence to commercial 
treaties by which they had been bound before federation. 

In addition, withdrawal in respect of Australia was effected 
in 1910, under an agreement of 1908 between the United Kingdom 
and Liberia, from a commercial treaty of 1848 with that country, 
which had applied to the whole of the British Empire. Australia, 
however, under the agreement of 1908, retained the right to most¬ 
favoured-nation treatment of her goods entering Liberia if in fact 
she accorded such treatment to Liberian goods. 5 

Since the Conference of 1911 the Commonwealth has withdrawn 
from commercial treaties between the United Kingdom and the 
following countries (in most cases under the provisions of special 
conventions negotiated by the United Kingdom Government to 
enable the resolution of the Conference to be carried out): Bel- 
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gium (1898), Colombia (1866), Costa Rica (1849), Denmark 
(1661 and 1670), France (1826), Mexico (1888), Muscat (1891), 
Spain (1894), Sweden (1654-1766) and Sweden and Norway 
(1826). The Declaration of 1911 under which the Commonwealth 
withdrew from the commercial treaties with Sweden reserved the 
right of the Dominions, including Australia, to most-favoured¬ 
nation treatment of their goods entering Sweden, if in fact they 
accorded such treatment to Swedish goods entering their terri¬ 
tories. Negotiations with Austria-Hungary, Russia and Italy were 
not successful, but the commercial treaty of 1876 with Austria- 
Hungary was not revived after the war of 1914-18, and the treaty 
of 1859 with Russia was denounced by the Soviet Government, 
the denunciation becoming effective in 1918. 

As regards the Treaty of Commerce and Navigation of 1883 
between the United Kingdom and Italy, this treaty applied to the 
Commonwealth as a result of the accession thereto in 1S84 of all 
the Australian colonies except South Australia. As has been men¬ 
tioned previously, it had not been the practice up to 1899 to make 
provision in commercial treaties for separate withdrawal of col¬ 
onies which had adhered to such treaties, and the Italian Govern¬ 
ment when approached by the United Kingdom Government on 
behalf of Australia indicated that it considered that the Common¬ 
wealth had no right to withdraw, and that it was unwilling to 
negotiate a convention to permit of such separate withdrawal. In 
view of the attitude of the Italian Government, the only possible 
way in which the release of the Commonwealth from the obliga¬ 
tions of the treaty could be secured was by denunciation by the 
United Kingdom Government of the treaty as a whole. It was not 
considered desirable to follow this course. 

On 16th December, 1921, the Customs Tariff (Industries Pre¬ 
servation ) Act 1921 came into force. This Act made provision in 
Section 8 for dumping exchange duty. The section provided that 
if the Minister was satisfied, after enquiry and report by the Tariff 
Board, that the exchange value of the currency of the country 
of origin or export of any goods had depreciated, and that by 
reason of such depreciation goods were being sold to an importer 
in Australia at prices which were detrimental to an Australian 
industry, the Minister might publish a notice in the Gazette speci¬ 
fying such country and goods to which in his opinion the provisions 
of the section should apply. Upon the publication of the notice 
a special duty would be charged, collected and paid, at a rate 
to be ascertained in accordance with the Schedule to the Act. 

ie Schedule laid down the basis of calculation of special duties 
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with reference to certain foreign currencies, including Italian cur¬ 
rency. 

The provisions of Section 8 of the Act were never implemented 
so far as Italy was concerned, since it was considered that the 
imposition of such duties on Italian goods would have contravened 
the provision for reciprocal most-favoured-nation treatment of 
goods contained in the treaty of 1883, unless similar duties were 
imposed in the case of every foreign country. 

In addition to the provisions of the treaty relating to the regu¬ 
lation of commercial relations with Italy, which required that 
most-favoured-nation treatment on a reciprocal basis should be 
accorded the goods of each party by the other, there were also 
provisions relating to the rights of the subjects of each party to 
enter, travel and reside in the territories of the other without re¬ 
striction, and conferring civil rights on them after their entry. 
No other country with which the Commonwealth had treaty rela¬ 
tions after the war of 1914-18 enjoyed such rights as were conferred 
under the treaty of 1883. 

When certain items of the Australian intermediate tariff were 
proclaimed to operate as from 1st January, 1937, following on the 
conclusion of the trade agreements of 1936 between Australia and 
Belgium, Czechoslovakia and France, Italy was included in the 
list of countries whose goods were proclaimed to benefit from the 
intermediate tariff and primage reductions accorded to the three 
countries. She participated in additional benefits which were later 
proclaimed, and received most-favoured-foreign-nation treatment 
of her goods from Australia in the fullest sense. On the other hand, 
Italy’s economic policy had for some time been directed towards 
the attainment of self-sufficiency in many directions, and her treat¬ 
ment of Australian goods in pursuance of that policy over a period 
of several years before the outbreak of war with her in 1940 was 
clearly inconsistent with the most-favoured-nation provisions of 
the treaty of 1883. Her import licensing procedures and her ex¬ 
change control measures, which had the objective of limiting her 
purchases of Australian goods to essential minimum requirements, 
were administered in a manner which could not be regarded as 
conforming to the principles of most-favoured-nation treatment. 

The operation of the treaty of 1883 was suspended from the 
time of the outbreak of war with Italy in 1940, and on 24th May, 
1945, tne name of Italy, in common with those of all then enemy 
countries, was by proclamation 0 deleted from the list of countries 
proclaimed as entitled to receive the benefits of the Australian 
intermediate tariff and primage concessions. 

Article 44 of the Peace Treaty with Italy, which came into force 
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in 1947, provided that each of the other contracting Powers 

would notify to Italy, within six months of the coming into force 

of the treaty, which pre-war bilateral treaties it desired to keep 

in force or revive. All treaties not so notified were to be regarded 

as abrogated. Neither the United Kingdom nor Australia included 

the treaty of 1883 in the fists of treaties which it was desired should 
be revived. 

In addition to the pre-federation commercial treaties discussed 
above, the Commonwealth had been bound by treaties between 
the United Kingdom and Bulgaria (1897), France (1882) and 
Salvador (1862). These three treaties were denounced by the 
Governments of those countries and ceased to apply to Australia, 
the last denunciation (that of France) being lodged in 1918. 

Australia is still bound by several commercial treaties entered 
into by the United Kingdom before 1901. The oldest of these 
are the Treaties of Commerce and Navigation of 1825 with the 
Argentine Republic and Venezuela, which provide for the grant 
of most-favoured-nation treatment on the basis of reciprocity. 
(Venezuela is not, in fact, according most-favoured-nation treat¬ 
ment to Australia.) 1 he Convention of Commerce and Naviga¬ 
tion of 1856 with Morocco also applies to Australia, and provides 
for the accord of most-favoured-foreign-nation treatment by- 
Morocco, but there is no provision for reciprocal treatment of Mor¬ 
occan goods. Similarly, the Treaty of Friendship of 1897 with 
Ethiopia, as supplemented by an agreement of 1909, provides for 
most-favoured-nation treatment in respect of import duties on 
goods from British Empire sources, but imposes no obligation on 
the Dominions to grant tariff privileges to Ethiopia. A Treaty of 
Friendship, Commerce and Navigation of 1850 with Peru, as 
amended in 1864, applies to Australia, but this treaty imposes no 
obligation on the Dominions to grant Peru any special tariff privi¬ 
leges, and does not entitle goods from the Dominions to most¬ 
favoured-nation tariff treatment on entry into Peru. The Treaty of 
Friendship, Commerce and Reciprocal Establishment of 1855 with 
Switzerland applied to the British Empire, but under an Additional 
Convention of 1914 Australia withdrew from Articles 9 and 10 
of the treaty, which in effect amounted to the abrogation of the 
most-favoured-nation principle under the treaty so far as Switzer¬ 
land and Australia were concerned. Finally, the Treaty of Peace 
of 1857 between the United Kingdom and Persia provides for 
mutual commercial relations generally, but does not cover most¬ 
favoured-nation tariff treatment of goods. All these treaties when 
concluded bound the whole of the British Empire. 

Australia was a signatory to the Convention of 10th September, 
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1919, of Saint-Germaln-en-Laye, revising the General Act of Berlin 
of 1885, and the General Act and Declaration of Brussels of 1890, 
with regard to Africa. The Convention applies to Kenya, Nyasa- 
land, Tanganyika, Uganda, and parts of Northern Rhodesia and 
the Sudan. The original Acts and Declaration were intended to 
lay down general principles to guide development in the above- 
mentioned African territories, and Article 1 of the Convention 
provides, with certain reservations, for the maintenance of com¬ 
plete commercial equality in the territories between the nationals 
of the signatory Powers and those of other States which might 
adhere to the Convention. The Convention was ratified in respect 
of the British Empire, with the concurrence of the Commonwealth 
Government so far as Australia was concerned. 

As regards the external territories of the Commonwealth, Papua 
and Norfolk Island were included in the arrangements for the 
withdrawal of Australia from the pre-federation commercial 
treaties. Treaties applicable to the British Empire had applied to 
those territories from the time they came under British control, 
and continued to apply to them after they became territories of 
the Commonwealth. The pre-federation treaties still applicable to 
Australia are also applicable to these two territories. As regards 
the Trust Territories (New Guinea and Nauru), no commercial 
treaties or agreements have yet been made applicable to them, 
with the exception of Notes annexed to a treaty of 20th December, 
1928, with the National Government of China. All international 
agreements applicable to the Commonwealth apply automatically 
to the Northern Territory and to the Australian Capital Territory, 
as these territories are within the boundaries of the Common¬ 
wealth. 

2. Post-Federation British Commercial Agreements 

After the Imperial Conference of 1911 the United Kingdom 
Government, in its treaties of commerce and navigation with 
foreign countries, made provision for the accession of the self- 
governing Dominions and other parts of the Empire to these 
treaties should they so desire. In some of these treaties a time 
limit was fixed within which such accession could be notified. The 
Commonwealth Government has never taken advantage of the 
clauses under which such accession was possible, although 
Canada adhered to Treaties of Commerce and Navigation with 
Japan (1911) and Spain (1922). 7 

Australia is, however, a party to Notes annexed to the Treaty 
of 1928 between the United Kingdom and the National Govern¬ 
ment of China relating to the Chinese Customs Tariff, etc., under 
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which limitations on the right of China to settle her customs tariff 
or to impose tonnage dues without restriction were renounced 
by the Governments of the Dominions. Most-favoured-nation 
treatment of goods on a reciprocal basis was provided for in the 
Notes, which also apply to the Territories of the Commonwealth 
and to the Trust Territories. 

The Commercial Modus Vivendi of 1930 between the United 
Kingdom and Egypt providing for reciprocal most-favoured- 
foreign-nation treatment of goods was also extended to Australia, 
at the request of the Commonwealth Government, and to other 
parts of the British Empire. This agreement was renewed from 
year to year until 1952, when by an Exchange of Notes of 19th 
October, 1952, it was arranged that the agreement should be con¬ 
tinued indefinitely, subject to abrogation by either party at the 
end of any year by giving three months’ notice. The Common¬ 
wealth Government indicated to the United Kingdom Government 
that it desired to be covered by the terms of the agreement as 
continued under the Notes of 1952. 

Under a provisional Tariff Autonomy Treaty of 10th May, 1928, 
between the United Kingdom and Persia, most-favoured-nation 
treatment of goods on a reciprocal basis was provided for in 
respect of Australia and the other Dominions, but this treaty was 
denounced by the Persian Government and ceased to operate 
in 1936. 1 

From 1911 it was the practice of the United Kingdom Govern¬ 
ment to endeavour to have included in treaties of commerce and 
navigation with foreign countries clauses which provided that, in 
the event of the Dominions not becoming parties to the treaties, 
goods produced or manufactured in the Dominions should never¬ 
theless be accorded treatment as favourable as that accorded to 
goods produced or manufactured in any other foreign country, 
if such treatment were in fact accorded in the Dominion con¬ 
cerned to the goods of the other contracting party to the treaty. 
In the negotiation of several of these treaties the United Kingdom 
Government failed to obtain agreement to the inclusion of the 
clauses, e.g., the treaties with Greece (1926), Poland (1923) 
Japan (1911) and Turkey (1930). 8 However, Australia was cov¬ 
ered by clauses to this effect in a number of treaties of commerce 
and navigation of which those with the following countries are 

j® force: Albania (1925), Bolivia (1911), Czechoslovakia 
(1923), Finland (1923), Hungary (1926), Portugal (1914) 

Roumania (1930), Siam (1937), Spain (1922, 1927 and 1928) and 
Yugoslavia (1927). 

As has been previously mentioned, similar clauses were incor- 
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porated in agreements under which Australia withdrew from 
commercial treaties between the United Kingdom and Sweden 
and Liberia, and Australia is thus entitled to claim most-favoured¬ 
nation treatment in respect of her goods entering those countries 
if she is according such treatment to goods from them. The treaty 
of 1930 with Roumania contains provision for the termination 
by that country, on six months’ notice, of the application of most¬ 
favoured-nation treatment on reciprocal terms with any of the 
Dominions. 

The operation of the treaties with Finland, Hungary and Rou¬ 
mania was of course suspended during the period when the 
United Kingdom and Australia were at war with those countries, 
and as from 24th May, 1945,° the names of Finland, Hungary and 
Roumania were removed from the list of countries goods from 
which are entitled to admission into Australia at intermediate 
tariff and concessional primage rates. The treaties with the three 
countries were revived under provisions of the Peace Treaties of 
1946, but a trade agreement of 1925 between the United Kingdom 
and Bulgaria under which Australian goods were entitled to most¬ 
favoured-nation treatment on a reciprocal basis was not revived 
under the Peace Treaty with that country. The name of Bulgaria 
had also been removed from the concessional list, but was restored 
to the list, together with the names of Finland, Hungary, Roumania 
and Italy, as from 26th August, 1948. 10 

Treaties of Commerce and Navigation between the United 
Kingdom and Germany (1924) and Austria (1924) are at present 
not operative, pending formal peace settlements with those coun¬ 
tries, although the cessation of a state of war was proclaimed with 
Germany in 1951, and with Austria in 1948. The status of the treaty 
of 1924 with Austria is doubtful in view of the replacement of 
that treaty by the treaty of 1924 with Germany, under an agree¬ 
ment of 6th May-lOth September, 1938, between the United 
Kingdom and German Governments covering the application of 
treaties between the United Kingdom, Germany and Austria, 
entered into after the absorption of Austria into the German Reich 
in that year. 11 Plowever, both of these treaties contain clauses 
under which the self-governing Dominions have the right to 
most-favoured-nation treatment of their goods if they accord such 
rights to goods from the two countries, and should the treaties be 
revived without amendment as a result of formal peace settle¬ 
ments, these rights will again accrue to Australia. The treaty of 
1924 with Germany contains a clause under which the application 
of most-favoured-nation treatment to goods from any of the Dom- 
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inions may be terminated by three months’ notice on the part of 
the German Government. 

Treaties of Commerce and Navigation between the United 
Kingdom and Estonia (1926), Latvia (1923) and Lithuania 
(1922) containing the most-favoured-nation clause applying to the 
Dominions have become ineffective since the incorporation of 
those countries in the Soviet Union in 1940. Neither the United 
Kingdom nor Australia has accorded de jure recognition of such 
incorporation. Finally, treaties of 1928 with Guatemala and 
Panama containing the clause expired in 1936 and 1941 respec¬ 
tively, as a result of denunciation of the treaties by the countries 
concerned. 

Enquiries were instituted with a number of countries some 
years before the outbreak of war in 1939 with a view to ascer¬ 
taining whether in fact Australian goods were receiving most¬ 
favoured-nation treatment in those countries under clauses in 
treaties with the United Kingdom. It was pointed out to the Gov¬ 
ernments of each of the countries approached that their goods 
were receiving most-favoured-nation treatment in Australia, and 
as a result of these approaches a number of assurances were ex¬ 
changed with the Commonwealth Government. However, in view 
of the lapse of time since the assurances were exchanged and the 
vast changes in world economic and trading conditions resulting 
from the war of 1939-45, these assurances are probably not now of 

much value in respect of some treaties which still confer rights 
on Australia. 

The clauses in treaties concluded by the United Kingdom after 

1919 cover the Trust Territories of New Guinea and Nauru, as 

well as the external territories of the Commonwealth. Clauses in 

treaties concluded before that year cover Papua and Norfolk 
Island only. 

The clause conferring on Australia rights to most-favoured¬ 
nation treatment of her goods under commercial treaties of the 
United Kingdom to which Australia is not a party is sometimes 
referred to as the “Nevertheless” clause, since it is usually intro¬ 
duced by the word “Nevertheless”, following immediately on the 
provision for exclusion of the Dominions from the operation of 
the treaty, but providing for their subsequent accession should 
they so desire. A typical example is the following clause from the 

Ireaty of Commerce and Navigation between the United Kingdom 
and Hungary: 

‘Nevertheless, goods produced or manufactured in India or in 

any of His Britannic Majesty’s self-governing Dominions, colonies. 


30 


Australia s Trade Relations 


possessions or protectorates shall enjoy in Hungary complete and 
unconditional most-favoured-nation treatment so long as goods pro¬ 
duced or manufactured in Hungary are accorded in India or such 
self-governing Dominion, colony, possession or protectorate treat¬ 
ment as favourable as that accorded to goods produced or manufac¬ 
tured in any other foreign country.” 

The clause is in general terms, covering not only tariff treatment, 
but also providing generally against discriminatory treatment of 
goods in the application of any restrictive measures which may 
be put into force by the country concerned. It confers in its terms 
a right on the part of the Dominion concerned to claim most¬ 
favoured-nation treatment from the foreign country should that 
Dominion be actually according most-favoured-nation treatment 
in all respects to the goods of the foreign country. This right does 
not exist on the part of the foreign country. 

In only one case—that of the treaty with Germany of 1924—was 
the clause invoked for the purpose of placing Australian goods 
on an equal footing with goods from other countries when it 
was known definitely that discriminatory tariff treatment was being 
exercised against certain Australian products. 

Article 264 of the Treaty of Peace with Germany of 28th June, 
1919, which came into force on 10th January, 1920, contained an 
undertaking on the part of Germany that goods the produce or 
manufacture of any one of the Allied or Associated States imported 
into Germany, from whatever place arriving, should not be sub¬ 
jected to other or higher duties or charges than those to which 
the like goods the produce or manufacture of any other such 
State or of any other foreign country were subject. Provision was 
also contained in the article that Germany would not maintain or 
impose prohibitions or restrictions on goods from Allied or Asso¬ 
ciated States which should not equally extend to the importation 
of like goods from any other country. Similar provision was made 
regarding goods exported from Germany. 

Article 280 of the treaty provided that the obligation set out 
in Article 264 should cease to have effect five years from the date 
the treaty came into force, unless otherwise decided by the parties. 
Germany was thus required to extend to all parties to the treaty, 
including Australia, most-favoured-nation treatment for a period 
of five years, the term expiring on 10th January, 1925. 

As from 10th January, 1925, the German Government excluded 
Australia from the benefits of most-favoured-nation treatment in 
respect of her goods, the reason advanced being that she was 
imposing a depreciated currency duty on goods from Germany, 
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and so did not accord most-favoured-nation treatment to those 
goods. The exclusion of German nationals from Australia at that 
time was also cited as a reason for the refusal of tariff preference. 
It had already been decided that the imposition of a depreciated 
currency duty in the case of Italy contravened the provisions of 
the Anglo-Italian Treaty of Commerce and Navigation of 1883, 
to which the Commonwealth was a party, unless similar duties 
were imposed in the case of every other country. 0 After the repeal 
of the last of the Australian discriminatory provisions in 1932, 
most-favoured-nation treatment was claimed by the Common¬ 
wealth Government under Article 31 of the treaty of 1924, and the 
German Government gave an assurance to the Commonwealth 
Government that such treatment would be accorded as from 12th 
August, 1932. 


The origins of the Nevertheless” clause are obscure. It first 
appeared, so far as Australia was concerned, in the agreement of 
1908 under which Australia withdrew from a Treaty of Commerce 
and Navigation with Liberia, and was probably associated with the 
desire of the United Kingdom to afford some specific reciprocal 
benefit for the preferential treatment of goods from the United 
Kingdom which was by then being accorded by several of the 
Dominions, including Australia, as well as to continue benefits 
which had accrued for very many years to almost the whole of 
the Empire. At that time the United Kingdom Government was 
unwilling to give any return preference to products from the 
Dominions, although at the Colonial Conference of 1907 it had 
been urged to do so by the representatives of Australia and the 
other Dominions and self-governing colonies. A movement for 
tariff reform was, however, by this time gathering momentum 
m the United Kingdom, though the United Kingdom’s “open door” 
policy was not definitely abandoned until 1932, in which year 
the Ottawa Agreements between the United Kingdom and the 
Dominions were signed. It was during the period up to 1937 that 
the United Kingdom Government, apparently as a matter of fixed 
policy, negotiated for the inclusion of the clause in all treaties 
of commerce and navigation with foreign countries. The United 
Kingdom Government has entered into no treaties of commerce 
and navigation in the then conventional form since 1937, but should 

tW m eat , ieS be ne g° tiated in future, it seems hardly likely 

whi r v, t C a f f W °*? ld be included > in view of the great changes 
Si taken place over the past twenty years in the relation- 
snips ot the Dominions to the mother country. 


D 


See P- 24 above. 
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3. Imperial Conferences of 1923,1926 and 1930 

Before 1919 the Commonwealth Government had entered into 
very few international agreements as a responsible contracting 
party. Those entered into were purely administrative arrange¬ 
ments, and none of them had any reference to trade and commerce. 
The part played by the Dominions in the war of 1914-18 led 
eventually to a complete change in their status in international 
affairs, and to full recognition by the United Kingdom Government 
of their capacity to negotiate and conclude treaties without the 
intervention of that Government. 

At the Imperial War Conferences of 1917 and 1918 the self- 
governing Dominions were first represented on terms of equality 
with the United Kingdom at conferences which dealt with major 
problems of foreign policy. A direct result of the equality of 
status with Great Britain attained in 1917 was the separate rep¬ 
resentation of all the Dominions at the Peace Conferences, the 
separate signature of the Peace Treaties by their delegates, and 
the separate membership of the Dominions in the League of 
Nations. 

The active participation of the Dominions in international poli¬ 
tics and their enhanced status as a result of the war led eventually 
to their treaty making powers being precisely defined. Differences 
between the Dominions and the United Kingdom Government 
with regard to representation at certain diplomatic conferences, 
and the insistence of the Canadian Government on the signature 
by its representative alone of the Treaty of 1923 between Canada 
and the United States regulating the Halibut Fishery, 12 resulted in 
the laying down at the Imperial Conference of 1923 of procedures 
to be observed in the negotiation, signature and ratification of 
international agreements so far as the British Empire was con¬ 
cerned. Prior to 1923 United Kingdom representatives had always 
been associated with the signature of treaties concluded on behalf 
of individual Dominions. This procedure had originally been in¬ 
tended to afford the United Kingdom Government some control 
over the substance of treaties and to ensure the observance of 
certain principles in the interests of the whole of the British 
Empire. 

A resolution of the Conference recognised as standard practice 
the precedent established in the case of the halibut fisheries treaty, 
and this precedent was thus made generally applicable to the 
negotiation, signature and ratification of all bilateral treaties, 
including commercial treaties, entered into by the Dominions. 
(The word “treaty” in the resolution was used in the sense of an 
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agreement which normally would be in the form of a treaty 
between Heads of States, and which would be signed by pleni¬ 
potentiaries provided with full powers issued by the Heads of the 
States.) All parts of the Empire were to be kept fully informed 
of the progress of negotiations by any one member, so that other 
members interested could express their views or participate in 
the proceedings if this were considered desirable. Bilateral treaties 
imposing obligations on one part of the Empire only were to be 
signed by the representative of that part, and if more than one 
part of the Empire were involved, signature should be specifically 
effected in respect of each part involved. The resolution also pro¬ 
vided that, so far as agreements between Governments were con¬ 
cerned, considerations as to consultation similar to those applying 
in the case of treaties between Heads of States should apply to 
those agreements. 

It was laid down by the Conference that it was for each Gov¬ 
ernment of parts of the Empire to decide whether parliamentary 
approval or legislation was required before ratification of treaties 
was effected. This provision apparently resulted from misunder¬ 
standings between the United Kingdom and Canadian Govern¬ 
ments as to the necessity, political or otherwise, of ratification of 
the Peace Treaty with Germany being approved by the Parlia¬ 
ments of the Dominions, an attempt having been made by the 
Colonial Secretary to secure the acceptance by the Dominions of 
ratification without parliamentary approval. In the event, each 
Dominion Parliament signified its approval of the treaty, which 

was ratified by His Majesty on behalf of the British Empire as a 
whole. 

The broad results of the Conference of 1923 were that hence¬ 
forth the Dominions would be able to conclude agreements with 
any foreign countries without the nominal control which had 
hitherto been exercised by the United Kingdom Government. 13 
The Imperial Conference of 1926 considered the effects of the reso¬ 
lution of the Conference of 1923 relative to treaties, and, while 
approving the principles laid down in 1923, supplemented them 
by specifying in some detail the procedures to be followed in 
relation to the negotiation, form, signature and coming into force 
of treaties and the issue of full powers for their signature. 14 The 
Imperial Conference of 1930 emphasised the importance of the 
recommendations made by previous Imperial Conferences with 
regard to the communication of information and the system of 
consultation in relation to treaty negotiations. 

The Inter-Imperial Relations Committee of the Imperial Con- 
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ference of 1926 defined the position and mutual relations of Great 
Britain and the Dominions as follows: 

“They are autonomous communities within the British Empire, 
equal in status, in no way subordinate one to another in any aspect 
of their domestic or external affairs, though united by a common 
allegiance to the Crown, and freely associated as members of the 
British Commonwealth of Nations.” 

There has been no notable departure since 1926 from the prin¬ 
ciples laid down at the Imperial Conferences of 1923 and 1926, 
and Australia has since 1923 become a party to many international 
agreements, both multilateral and bilateral, including a number 
of trade agreements with foreign countries. All trade agreements 
concluded with foreign countries have been in the form of agree¬ 
ments between Governments, with the exception of one, i.e., the 
Treaty of Commerce of 1936 with the Czechoslovak Republic. 
The forms and procedures associated with the conclusion of agree¬ 
ments between Governments are much less cumbersome than 
those of the Heads of States agreements, since no steps need be 
taken to secure the intervention of Her Majesty as a contracting 
party on behalf of the Commonwealth. The one departure from 
the procedure usually followed was necessitated by constitutional 
requirements of the Czechoslovak Republic, the Government of 
which was not competent to contract formally on behalf of the 
Republic. 

Under Section 61 of the Commonwealth Constitution, the execu¬ 
tive power of the Commonwealth is vested in the Crown and is 
exercisable by the Governor-General, and extends to the execution 
and maintenance of the constitution and of the laws of the Com¬ 
monwealth. Section 62 provides that there shall be a Federal 
Executive Council to advise the Governor-General in the govern¬ 
ment of the Commonwealth. The power to conclude international 
engagements is not a statutory but a common law power, being one 
of the prerogatives of the Crown, which is exercisable in Australia 
by the Executive Government of the Commonwealth in respect 
of matters brought into the federal sphere after federation. The 
power is, however, subject to some limitations. Should an inter¬ 
national engagement require implementation in respect of a 
matter over which the Commonwealth Parliament has legislative 
competence, it must be so implemented by Parliament before 
effect can be given to it, e.g., in the case of trade agreements re¬ 
quiring alterations to the Australian customs tariff. Political exig¬ 
encies may also require that the approval of the Commonwealth 
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Parliament be obtained before an international engagement is 
concluded, e.g., in the case of the Peace Treaty of 1919 with 
Germany. 

There are, of course, certain international engagements which 
require governmental action or legislation on the part of the Aus¬ 
tralian States before they can become effective, but none of the 
trade agreements concluded by the Commonwealth Government 
falls within that category. 
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CHAPTER III 


Development of the Preferential Tariff System 
—Agreements with New Zealand and 

Canada 


1. Initial Measures by Australia 

Before the outbreak of war in 1914, British commercial policy 
had for many years been aimed generally at maintaining the free¬ 
dom of the United Kingdom's markets to the trade of the world, 
and at securing unconditional most-favoured-nation treatment for 
British goods from foreign countries. With very few exceptions, 
import duties since 1855 had in the United Kingdom been levied 
for revenue purposes only. Preferential treatment of British col¬ 
onial products had been abandoned in the forties, and for many 
years the United Kingdom Government had fought all attempts 
of colonies which had been granted responsible government to 
establish preferences in favour of British goods or of the goods of 
other British colonies. These colonies found that they were ham¬ 
pered in the development of their fiscal policies by a number of 
most-favoured-nation treaties entered into by the United King¬ 
dom Government to which the colonies had been made parties. 
These treaties would have operated to extend any tariff conces¬ 
sions, made by the colonies to the United Kingdom or to one 
another, to all the countries in respect of which such treaties 
applied. 

During the eighties the colonies, which were finding difficulty 
in marketing goods as a result of foreign tariffs, had renewed their 
efforts to obtain Imperial preference. Canada led the fight for 
complete fiscal autonomy on the part of the self-governing col¬ 
onies, so that they might introduce into their tariff systems prefer¬ 
ences in favour of goods from the United Kingdom and from other 
parts of the Empire. At the Colonial Conference of 1897, the 
United Kingdom Government finally withdrew its opposition to 
the institution of preferential tariffs by the self-governing colonies, 
and removed the only legal obstacles to the fiscal autonomy of the 
colonies in the following year by terminating the Anglo-Belgian 
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and Anglo-German treaties of 1862 and 1865 1 respectively. These 
treaties had provided for no discrimination in any part of the 
Empire against the trade of Belgium and Germany, the provision 
being extended to other countries by the application of the most¬ 
favoured-nation principle. 

The maintenance of free trade by the United Kingdom had in 
the eighties become increasingly difficult as a result of restrictive 
policies of other countries, and the inability of the United Kingdom 
to offer concessions to other countries in the absence of a tariff 
which would permit of substantial concessions being given. How¬ 
ever, the tariff reform movement which was launched in the 
United Kingdom in 1903 and which had as its object the institution 
of customs duties in the United Kingdom as a measure of protec¬ 
tion to British industries, for bargaining purposes, and as a basis 
of tariff preferences to imports from the Dominions and colonies, 
received a setback in general elections of 1906 and 1910, largely 
because of opposition to taxes on foodstuffs which were included 
in the reform programme. There was no further attempt before 
1914 to create conditions which would have enabled reciprocal 
tariff benefits to be accorded by the United Kingdom in return 
for the preferences by then being accorded to British exports by 
all the Dominions. 

In 1906 the Customs Tariff (South African Preference) Act 2 
was passed by the Commonwealth Parliament, and operated from 
1st October in that year. This Act resulted from an arrangement 
with the South African Customs Union for the accord of reci¬ 
procal preferences, and provided for reduced duties amounting in 
most cases to 25% less than the rates imposed under the Customs 
Tariff of 1902 on imports of a specified list of South African pro¬ 
ducts. In return for the concessions accorded by Australia, the 
Union agreed to extend its preferential rates, which applied in 
the case of 113 items of the tariff out of a total of 129 items, to 
Australian goods. 

At the time the arrangement was entered into the balance of 
trading between the two countries was very much in favour of 
Australia, but in later years South African exports to Australia 
attained considerable proportions. In 1925 changes in South 
African tariff policy resulted in preferences hitherto enjoyed by 
Australian goods entering South Africa being substantially re¬ 
duced. Negotiations for a general revision of the arrangement with 
South Africa failed, and the Act of 1906 was repealed by Section 5 
of the Customs Tariff 1926. No formal signed instrument recording 
the arrangement of 1906 was ever completed, and therefore the 
repeal of the Act terminated the arrangement. 3 
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In 1905 and 1906 negotiations between the Australian and 
Canadian Governments for a reciprocal preferential arrangement 
railed, Austraha not being willing to accord tariff concessions on 
Canadian agricultural implements. 3 Negotiations with New Zea¬ 
land in 1906 for a preferential arrangement resulted in the approval 
of an arrangement by the Commonwealth Parliament on 30th 
August, 1906, 4 but the New Zealand Parliament refused its ap¬ 
proval on the ground that the balance of advantages unduly 
favoured Austraha. 

The Commonwealth Government had thus entered into negoti¬ 
ations with other portions of the Empire before granting prefer¬ 
ence to the United Kingdom. On 30th August, 1906, a Customs 
Tariff (British Preference) Bill was introduced into the Com- 
monwealtii Parliament. This Bill was brought down because of 
the anticipated adverse effect of the proposed arrangement with 
New Zealand on the trade of the United Kingdom with Australia, 
and proposed to grant a preference to products of the United 
Kingdom, when imported in British ships, on some forty-seven 
tariff items or sub-items. 5 The rates of duty on imports from the 
United Kingdom were unaltered, but a surtax was to be imposed 
under the specified items when the goods were imported from 
any other country. The Bill was passed with an amendment limit¬ 
ing the preference to goods imported direct from the United 
Kingdom in British ships manned exclusively by white seamen. 
It was reserved by the Governor-General because of the provision 
relating to importation in British ships, 0 this provision being in¬ 
consistent with the terms or several British treaties by which Aus¬ 
traha was then bound. (Section 58 of the Commonwealth Con¬ 
stitution provides for reservation by the Governor-General of a 
proposed law, at his discretion, “for the Queen’s pleasure”.) 

The Colonial Conference of 1907 had unanimously adopted the 
following resolution: “That all doubts should be removed as to 
the right of the self-governing Dependencies to make reciprocal 
and preferential fiscal agreements with each other and with the 
United Kingdom, and further, that such right should not be fet¬ 
tered by Imperial treaties or conventions without their concur¬ 
rence.”' At that time, as has been previously mentioned, the United 
Kingdom Government was unwilling to give any return prefer¬ 
ence to products of the Dominions, although it had been urged 
by the Dominions to do so at the Conference. 

Preference to the products of the United Kingdom by Australia 
came into force provisionally on 8th August, 1907, when Customs 
Tariff Proposals were introduced into Parliament. 8 These Proposals 
became law on 3rd June, 1908. The new tariff involved a complete 
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revision of the tariff of 1902, the number of dutiable items being 
increased from 139 in the tariff of 1902 to 444 in the new tariff, 
and the older rates of duty being generally increased. Preference 
was accorded to imports from the United Kingdom on about one- 
half of the dutiable items, and about one-third of all imports and 
about 60% of imports from the United Kingdom were admitted at 
preferential rates. The duties on a large number of the more 
important items on which preference was accorded were sub¬ 
stantially increased in the new tariff. Subsequent revisions of the 
tariff resulted in new preferences in favour of United Kingdom 
goods being extended from time to time. 

The first notable departure from the United Kingdom’s free 
trade policy occurred with the imposition in 1915 of the so-called 
McKenna Duties on a limited list of luxury products. In 1918 the 
principle of preference was officially adopted by the United King¬ 
dom Government, but for several years there was little benefit 
to Australia because of the limited range of articles covered in the 
United Kingdom legislation. 

2. Trade Agreements with New Zealand, 1922 and 1933 

The first formal trade agreement concluded by Australia with 

an overseas country was the Trade Agreement of 1922 with New 
Zealand. 

New Zealand’s preferential tariff had, up to December, 1921, 
applied to goods from all parts of the Empire. On the other hand’ 
no grant of preference by Australia to a portion of the Empire 
had ever been followed by an extension of such preference to 
other portions of the Empire, New Zealand having thus been left 
by Australia on the same footing as foreign countries, so far as 
tariff treatment of her goods was concerned. Towards the end of 
1921, when the tariff policy of New Zealand was being recast, 
strong objection to this position was voiced in the New Zealand 
Parliament, and Australian goods were made subject to the New 
Zealand general tariff as from 1st December, 1921. No other 
country in the Empire had been deprived of preference by New 
Zealand, and the action was avowedly taken with a view to bring¬ 
ing about a reasonable reciprocal arrangement with the Com¬ 
monwealth. The New Zealand Government’s desire to assist the 
development of New Zealand secondary industries was also no 
doubt a factor which affected its decision. 

Negotiations for an agreement between the two countries began 
early in 1922, the Commonwealth Government offering a mutual 
exchange of preference on the basis of British preference. The 
New Zealand Government would not accept this basis, refusing 
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to concede its British preferential tariff to Australia on a number 
of items. The balance of trade between the two countries was very 
much in favour of- Australia at the time, Australian recorded 
imports from New Zealand for 1920-21 being valued at £1,996,000, 
and exports to New Zealand for that year £6,272,000. 

Under the agreement as negotiated, New Zealand received more 
favourable terms than the Australian British preferential tariff on 
a number of important items, and British preferential tariff rates 
on the balance, with one exception—hops—on which the rate was 
equivalent to the intermediate tariff, intermediate rates having 
been embodied in the Australian tariff in 1920. On the other hand, 
while Australia in some cases obtained lower rates than the New 
Zealand British preferential tariff, on a number of important 
imports New Zealand would not concede the British preferential 
tariff. These goods from Australia therefore paid a higher duty 
than did similar goods from the United Kingdom. 9 

The agreement, which on the face of it was favourable to New 
Zealand, was signed on 11th April, 1922, and came into force on 
1st September, 1922. A supplementary agreement providing for 
six months notice of the intention of either party to impose new 
duties or increase existing duties against one another was con¬ 
cluded on 30th April, 1926, and a further amendment of certain 
rates of duty came into operation from 15th June, 1928. 

In the interval between 1922 and 1933, when the agreement of 
1922 was superseded, trading relations between the two coun¬ 
tries were not altogether happy. In 1919 Australia had placed 
quarantine restrictions on potatoes from New Zealand, and in 1924 
similar restrictions were imposed on apples and pears from that 
country. From 1924-25 to 1931-32 there was a progressive decline 
in Australia’s exports to New Zealand from £5,766,000 in value 
in the former year to £2,604,000 in the latter. Increases in the 
Australian duty on butter in 1928 in furtherance of the “Paterson 
Plan” (for stabilising prices on butter) eliminated New Zealand 
butter from the Australian market. In December, 1932, the New 
Zealand Government placed a quarantine embargo on Australian 
citrus and other fruits and vegetables because of the existence 
in Australia of the Mediterranean fruit fly, this embargo being 
later modified to permit of the importation into New Zealand of 
South Australian oranges and Queensland pineapples. It was not 
entirely removed because of the Australian embargo on apples 
and potatoes. 

In 1930 the Australian and New Zealand currencies were depre¬ 
ciated in relation to sterling, the effect of these currency changes 
being to make Australian goods cheaper, in terms of New Zealand 



41 


Agreements with New Zealand 


currency, than competitive goods of United Kingdom origin. The 
additional factor of proximity to the New Zealand market also 
assisted in a growing diversion of imports from die United King¬ 
dom to Australian sources of supply. 

Shortly after the Ottawa Conference of 1932, the whole question 
of Australia’s overseas trade was reviewed, and as a result dis¬ 
cussions with the New Zealand Government were initiated with 


a view to the agreement of 1922 being revised. 

At that time, a considerable amount of New Zealand’s trade with 
Australia consisted of raw materials which would have been ad¬ 
mitted into Australia free of duty even if no agreement had existed. 
On the other hand, about 75% of Australia’s exports to New Zealand 
consisted of the products of secondary industries, and New Zea¬ 
land was much perturbed by the fact that goods formerly imported 
from the United Kingdom were then being obtained from Aus¬ 
tralia, partly in consequence of the low value of the Australian 
pound in relation to sterling. 

The new agreement negotiated in 1933 removed many of the 
disabilities which applied to New Zealand trade. Under the agree¬ 
ment provision was made for the application of special rates of 
duty to a limited list of items imported from each country into 
the other. On all other goods, the product or manufacture of both 
countries, British preferential tariff rates applied on their importa¬ 
tion into both countries (Articles II and Iff). In the Schedule to 
the agreement Australian rates against New Zealand on wines, 
canned liuits, hats, caps, paints and various classes of machinery 
were reduced. 


The agreement also provided that all New Zealand goods should 
be exempt from Australian primage duty (Article VII), and pro¬ 
vision was made in respect of goods not specifically enumerated 
in file agreement that, where the New Zealand British preferential 
rate was lower than the Australian British preferential rate, New 
Zealand could request that the Australian duty on New Zealand 
goods be reduced to the same rate as the New Zealand British 
preferential rate, and, if the request should not be complied with, 
could impose on like Australian goods a duty equal to the Aus¬ 
tralian British preferential tariff. A reciprocal provision was incor¬ 
porated for similar action by Australia in respect of New Zealand 
goods in cases where the New Zealand British preferential tariff 
was higher than the Australian tariff (Article IX). 

There were other articles in the agreement embodying the pro¬ 
vision for six months’ notice of intention to impose new duties 
or to increase existing duties (Article IV), modifying conditions 
of preference between Australia and New Zealand (Article X) 
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and providing for exemption from sales tax, where like goods 
of local origin were exempt from that tax (Article XI). There 
was a special provision prohibiting rebates or bounties from 
being granted by Australia in respect of sugar imported into New 
Zealand from Australia (Article XII). 10 

The agreement was signed on 5th September, 1933, and came 
into force on 1st December, 1933. Norfolk Island and the Cook 
Islands are specifically excluded from its operation. 

In consideration of the extensive grant of the British preferential 
tariff to Australia and of New Zealand’s commitment to place the 
United Kingdom in the position of a domestic competitor in her 
local market, the New Zealand and Commonwealth Governments 
had entered into an agreement on 6th April, 1933, providing that 
in the event of a substantial diversion of trade from the United 
Kingdom to Australia on the New Zealand market, both Govern¬ 
ments would endeavour to devise a method of checking such diver¬ 
sion by a scheme mutually acceptable to both. 11 

Australia endeavoured unsuccessfully to have the quarantine 
embargo on fresh fruit and vegetables removed. Certain matters 
outstanding after the conclusion of the agreement of 1933 were 
again discussed in January, 1934, and as a result conditions were 
laid down covering the admission of New Zealand potatoes and 
apples into Australia, and of Australian oranges into New Zealand. 

In the interests of New Zealand industry, the agreement was 
modified in 1935 in respect of a limited list of commodities manu¬ 
factured in New Zealand. The Commonwealth Government agreed 
to the imposition of new rates by New Zealand on eight categories 
of goods in respect of which New Zealand was unable, without 
endangering her industries, to continue to accord British prefer¬ 
ential rates of duty. 12 A further modification occurred in 1936, 
as a result of legislation passed in the Dominion adopting the 
40-hour week, the New Zealand Government requesting the Com¬ 
monwealth Government to agree to the imposition of such rates of 
duty as might, in consequence, be found necessary to safeguard 
the interests of New Zealand manufacturers. Australia’s competi¬ 
tive position respecting all external competitors other than the 
United Kingdom was safeguarded. 

In November, 1937, following upon numerous complaints re¬ 
specting increased competition from Australian goods in New 
Zealand, the New Zealand Government took the view that a com¬ 
plete revision of the agreement of 1933 was necessary, and gave 
the Commonwealth Government the requisite six months’ notice 
of termination. As a result of this action, negotiations took place 
in New Zealand, and the Commonwealth Government consented 
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to the application of higher duties against a number of manufac¬ 
tured goods included in Australia’s export trade to New Zealand. 
Other protective measures were also agreed to by the Common¬ 
wealth Government. The trade agreement of 1933 continued in 
operation, subject to adjustments. The six months’ notice provided 
for in Article IV of the agreement of 1933 was reduced to three 
months’ notice. The notice providing for termination of the agree¬ 
ment as a whole was also reduced to three months. 


On 30th September, 1952, an amendment of Article X of the 
agreement of 1933 was agreed to in an exchange of letters between 
the Commonwealth Minister for External Affairs and the High 
Commissioner for New Zealand in Australia. The amendment 
was effected at the instance of the Commonwealth Government 
as a result of some anomalous situations arising from the conditions 
of preference originally laid down in Article X. 

Under the original provisions of Article X goods manufactured 
in Australia, but not wholly from Australian materials, did not 
enjoy the benefits of the agreement when imported into New 
Zealand if they contained less than 50% of Australian content in 
terms of Australian materials and labour costs. Several products 
manufactured in Australia chiefly from imported raw materials, 
including raw materials imported from the United Kingdom, did 
not fulfil these conditions. Similar conditions applied to New 
Zealand products imported into Australia. 

The amendment agreed upon varied the original conditions 
by adding alternative conditions to be applied on a reciprocal 
basis. These alternative conditions provided that a product 
imported into Australia which contained at least 75% of New Zea- 
land, Australian and United Kingdom content, or alternatively 
75% of New Zealand and United Kingdom content, shall be re¬ 
garded as a product of New Zealand origin for purposes of the 
operation of the trade agreement. A 75% minimum content con¬ 
forms with the normal conditions applying to imports from the 
United Kingdom. The amendment has been in force since 30th 
January, 1953, as the result of a Tariff Proposal introduced into 
the Commonwealth Parliament. As from the same date the New 
Zealand Government put into operation a similar amendment 
applying like conditions to Australian exports to New Zealand. 13 

On 15th November, 1947, changes in the basis of valuation for 
duty purposes came into operation under the Australian Customs 
Act 1947 (Act No. 54 of 1947).° Under Tariff Proposals which 
operated from that date, New Zealand goods which in the terms 
of the agreement of 1933 had been admitted into Australia at 


et seq. hLSe changes are more full y discussed later in this work in Chapter X at p. 221 
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British preferential tariff rates continued to be admitted at those 
rates and thus, in the case of British preferential tariff rates which 
had been subject to exchange adjustment, obtained a benefit in 
the form of a reduction in duties, owing to the fact that the 
exchange adjustment was embodied in the new rates under the 
tariff of 1947. Under the agreement of 1933 New Zealand goods 
had been entitled to admission at British preferential tariff rates 
only, without the benefit of lower duties attendant on exchange 
adjustment. In addition to this, New Zealand also received benefits, 
in relation to all goods subject to ad valorem duties, from the 
change in the Australian basis of valuation. These advantages in 
respect of New Zealand goods entering Australia were not negoti¬ 
ated between the Governments of the two countries. 

Although the agreement of 1933 does not provide for retention 
of preferential margins, New Zealand goods also obtained the 
benefit of the freezing of maximum margins in the Australian 
tariff, resulting from the General Agreement on Tariffs and Trade 
of 1947, as at 15th October, 1946, the date fixed in Annex G 
of the General Agreement. 0 These margins included margins re¬ 
sulting from the application of primage duties, but under Article 
VII of the agreement of 1933 primage duties do not apply to New 
Zealand goods entering Australia. The General Agreement permits 
the retention of margins in excess of requirements under the 
Ottawa Agreement, and as many such margins were retained by 
Australia for bargaining purposes, while they are so retained New 
Zealand participates in the benefits to her trade accruing from 
such retention. 

As from 20th August, 1948, New Zealand currency was appre¬ 
ciated to parity with sterling, and has since been maintained at 
that parity. To some degree this move nullified the benefits derived 
by New Zealand as a result of the changes in the Australian basis 
of valuation for duty purposes. However, the New Zealand duty 
on imports is calculated at current domestic values in the country 
of export, plus 10%. When duty is assessed on the Australian cur¬ 
rent domestic value, this duty is then charged in New Zealand 
currency without any exchange conversion, although other cur¬ 
rencies not expressed in pounds, shillings and pence are converted 
to sterling for purposes of arriving at the duty to be charged. This 
system obviously works to the detriment of Australian exports to 
New Zealand. It appears to be at variance with the provisions 
of Article 7 of the General Agreement on Tariffs and Trade, which 
provides that the rate of exchange to be used shall be based on the 

0 See p. 167. 
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par values of the currencies involved as established under the 
Articles of Agreement of the International Monetary Fund or a 
special exchange agreement entered into under Article 15 of the 
General Agreement. New Zealand is a party to a special exchange 
agreement. 

The following Commonwealth Acts give effect to the preferen¬ 
tial arrangements with New Zealand: 

Customs Tariff (New Zealand Preference) 1933—No. 26 of 1933. 


yy 

yy 

yy 

yy 

yy 

1934—No. 2 of 1934. 

yy 

yy 

yy 

yy 

yy 

1948- 

-No. 6 of 1948. 

5 > 

yy 

yy 

y y 

yy 

1948 (No. 2) — 







No. 10 of 1948. 

yy 

yy 

yy 

yy 

y y 

1949- 

-No. 78 of 1949. 

yy 

yy 

yy 

yy 

yy 

1950- 

-No. 23 of 1950. 

yy 

yy 

yy 

yy 

yy 

1952- 

-No. 84 of 1952. 

yy 

yy 

yy 

yy 
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-No. 77 of 1953. 


Act No. 6 of 1948 carries into effect the general changes in the 
basis of valuation for duty purposes adopted in 1947, while Acts 
No. 10 of 1948 and No. 23 of 1950 embody changes in preferences 

agreed upon by New Zealand at negotiations of parties to the Gen¬ 
eral Agreement on Tariffs and Trade of 1947. 


3. Trade Arrangements with Canada , 1925 and 1931 

As had been previously mentioned, in 1905 and 1906 negotia¬ 
tions between the Commonwealth and Canadian Governments 
took place on the subject of a reciprocal preferential arrangement. 
1 hese negotiations did not result in an agreement, since the Com¬ 
monwealth Government was unwilling to accord tariff concessions 
on Canadian agricultural implements. The question of an agree¬ 
ment between the two countries was subsequently discussed on 

several occasions, but no agreement eventuated for some twentv 
years. J 

As from 25th March, 1920, intermediate rates were for the first 
ime introduced into the Australian tariff. 0 These rates were in- 

han^TT^T 5 a , basis f °j ne S otiation with countries other 
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0 See p. 78. 
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The presence of an Australian delegation at the Washington 
Conference of 1921-22 for the Limitation of Naval Armaments 
afforded an opportunity for the visit of a delegation to Canada to 
open up negotiations for a trade agreement, and late in 1922 the 
Canadian Minister for Trade and Commerce visited Australia. 
However, it was not until 26th September, 1924, that a Resolution 
was introduced into the Commonwealth Parliament 14 for approval 
of the grant to Canada of the Australian British preferential tariff 
on a limited list of goods, the items covering canned fish, gloves, 
machinery and paper, and the grant of the intermediate tariff on 
corsets, pipes and tubes, rubber footwear and motor chassis and 
other vehicle parts. 

It was announced that in return Canada would grant preference 
to Australia on fourteen main tariff items, covering fresh and 
canned meat, lard, tallow, eggs, cheese, butter, onions, dried and 
canned fruits, wine, glue and gelatine. Preferences were also 
granted on several items of minor importance to Australia. 

Difficulties over the years in arriving at any agreement with 
Canada had been due, not only to the desire of the Commonwealth 
Government to protect budding Australian industries, but also 
to the fact that Australia took goods from Canada to a far greater 
value than the value of goods supplied to Canada by Australia. 
During the five years ending 30th June, 1924, the average annual 
value of Canadian goods imported into Australia was <£4,100,000, 
while the average annual value of Australian goods exported to 
Canada over the same period was £290,000. 

The Resolution introduced in 1924 was passed by Parliament in 
October, but as its operation was contingent on the approval by 
the Canadian Parliament of the concessions proposed by the Can¬ 
adian Government, and as that Parliament failed to agree to sev¬ 
eral of the proposed concessions to Australia, the Resolution was 
again submitted for the approval of the Commonwealth Parlia¬ 
ment on 27th August, 1925, 15 together with amended proposals of 
the Canadian Government, which had received the assent of the 
Canadian Parliament on 27th June, 1925. The Resolution was 
passed by the Commonwealth Parliament on 2nd September, 
1925, and the concessions to Canada were proclaimed on 23rd 
September, 1925, 10 to come into force on 1st October, 1925. The 
Commonwealth Tariff Board had previously indicated its approval 
of the application of the British preferential tariff and intermediate 
tariff rates to Canada, in accordance with the provisions of Section 
9 of the Customs Tariff. The terms of this arrangement between 
Australia and Canada were never embodied in a formal signed 
document. 
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At the Imperial Conference of 1930 the Australian delegation 
to that Conference took the opportunity of discussing with Cana¬ 
dian Ministers the making of a more comprehensive agreement. 
It was tentatively arranged in London that there should be an 
exchange of British preferences,, with a special schedule of excep¬ 
tions. 

At the Imperial Conference it had been agreed between repre¬ 
sentatives of Governments at the Conference that each country 
should consider its own manufacturers and producers first, and that 
where the interests of two or more units conflicted, each individual 
unit was at liberty to take the necessary steps to protect its own 
industries. Therefore, in the negotiations which followed the Con¬ 
ference, Canada and Australia conceded to each other the right to 
maintain such duties as would adequately protect their own dom¬ 
estic industries, while it was agreed that the trade between the 
two countries should be facilitated in regard to goods which the 
domestic industries could not supply. The diversion of Empire 
trade to foreign countries had been widely discussed at the Con¬ 
ference, and it was agreed that the development of inter-Empire 

trade was vital to the wellbeing of the British Commonwealth 
of Nations. 

The arrangement of 1925 with Canada had not been as satis¬ 
factory to Australia as had been expected. In the case of a limited 
number of Australian primary products, such as beef, mutton and 
dried fruits, the arrangement had been of considerable advantage. 
However, the difference between the rates on Australian goods 
and the rates under the general tariff in the Canadian Schedule 
were not, generally speaking, sufiBcient to enable Australian pro¬ 
ducts to enter Canada and to compete successfully against foreign 
goods, especially those of the United States. It was considered that, 
to be of any benefit to Australia, rates lower than the British prefer¬ 
ential tariff of Canada would have to be conceded in respect of 
such goods. 17 17 

The trade agreement with Canada came into force on 3rd 
August, 1931. 18 The basis of the agreement was generally the 
mutual accord of British preferential tariff treatment, the only 
exceptions to the general rule being listed in the Schedules to the 
agreement. It provided for considerable preferences in favour of 
a number of Australian primary products and secondary products 
such as canned fruits, which were closely allied to Australia’s pri¬ 
mary industries. In no case under the agreement did the rates 
imposed on Australian products entering Canada exceed the 

ritish preferential tariff, while in many cases they were substan¬ 
tially lower. So far as concerned Australia’s concessions to Canada, 
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no -Australian duties were lowered in respect of items in the 
Schedule, but duties were raised substantially against Canada's 
foreign competitors. Undertakings were given by both parties to 
maintain margins in respect of rates of duty on goods enumerated 
in the Schedules (Article III). 

Article IX of the agreement provided for the imposition of the 
general tariff, on three months' notice and under certain other 
conditions, in cases in which the sale of goods from the country of 
one party prejudicially or injuriously affected the sale of similar 
goods in the other country. Under Article V, each party agreed 
not to apply the anti-dumping provisions in its laws against the 
other party. The agreement also contained certain administrative 
provisions, including a special concession to Canada in respect of 
the inland freight charges to be included in the dutiable value of 
Canadian goods on importation into Australia. 

The agreement was made subject to the approval of the Parlia¬ 
ments of Canada and Australia (Article XI). The original Customs 
Tariff (CanadianPreference) 1931 (ActNo. 13of 1931) purported 
to ratify and confirm the agreement, and also to enact the amend¬ 
ments to the Customs Tariff necessary to give effect to the agree¬ 
ment. As Section 55 of the Commonwealth Constitution provides 
that laws imposing taxation shall deal only with the imposition 
of taxation, and that any provisions therein dealing with any 
other matter shall be of no effect, and that laws imposing duties 
of customs shall deal with duties of customs only, the Act of 
1931 was only valid insofar as it applied to duties of customs. 

At the time the agreement with Canada was negotiated, Aus¬ 
tralia was completely free to determine the tariff level on which 
British preferential tariff rates were to be based. In the following 
year (1932), however, the Ottawa Agreement between the United 
Kingdom and Australia was concluded, and Australia was com¬ 
mitted, under that agreement, to a fundamental change in the 
determination of rates under the British preferential tariff. 

Article 10 of the Ottawa Agreement with the United Kingdom 19 
provided that the tariff should be based on the principle that 
protective duties should not exceed such a level as would give 
the United Kingdom producers full opportunity of reasonable 
competition on the basis of the relative cost of economical and 
efficient production. The undertakings contained in the Ottawa 
Agreement, which were based on the relations between the United 
Kingdom and Australia, became applicable indirectly to Canadian 
goods as a result of the provision in the agreement of 1931 to 
accord to Canada the British preferential tariff on a comprehensive 
scale. Canada thus received a number of benefits which were not 
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contemplated when the agreement between Australia and Canada 

was negotiated. These included reduced tariff rates immediately 

accorded to the United Kingdom, reductions resulting from the 

application of exchange adjustment to British preferential tariff 

rates, guarantees regarding maintenance of margins of preference 

and benefits of increased margins, extensive primage concessions, 

and the benefits of undertakings regarding consideration of tariff 
items by the Tariff Board. 

In the following years the trade between Australia and Canada 
developed very favourably for Canada. Australia provided an 
important market for Canada s industrial products, whereas the 
major Australian industries had little or no outlet for their pro¬ 
duction in Canada. On the other hand, Australia suffered many 
disabilities as a result of the agreement. The conclusion of a trade 
agreement between Canada and the United States in 1935- u had 
the effect of narrowing the margins of preference enjoyed by 
Australia in Canada on canned fruits, in which both Australia 
and the United States were interested. Moreover, the provision in 
the agreement for the protection of domestic production in each 
country (Article IX) affected the marketing of certain Australian 
primary pioducts in Canada. Other effects of the agreement proved 
detrimental to Australian interests, and in 1936 it became clear 
that a comprehensive revision of the agreement was desirable 
owing to the fact that Australian commitments to Canada had 

become much too onerous in comparison with the benefits Aus- 
tralia received under the agreement. 

On 22nd May, 1936, the Commonwealth Government initiated 
its trade diversion policy, by which it was intended to draw the 
greater proportion of Australia’s imports from countries offering 
sound prospects of reciprocal trade. The new policy involved the 
imposition of a standstill arrangement upon imports of motor 
chassis from Canada, as an inevitable corollary to the standstill 
upon imports from the United States. 21 At the instance of the 
Commonwealth Government, negotiations for a revision of the 
agreement of 1931 took place early in 1937. These negotiations 
were inconclusive, but in June, 1937, the Canadian Government 
agreed to waive the three months’ notice provided in Article IX 
and to allow the withdrawal of the British preferential tariff from’ 
any Canadian product in respect of which the Commonwealth 

ovemment had given notice that imports were injuriously or 
prejudicially affecting the sale of similar goods produced or manu- 
factured ln Australia. In October, 1937, a revision of some of the 
provisions of the agreement of 1931 resulted in reduced duties on 
a number of Australian commodities. Australian territories were 
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also considered as coming within the agreement, and a further 
amendment of its provisions enabled Australian goods shipped on 
a through bill of lading via a non-British country to obtain the 
benefit of preferences. These additional benefits did not involve 
the grant by Australia to Canada of any concessions beyond those 
already accorded under the agreement of 1931. 

As wartime measures, some temporary variations to the agree¬ 
ment of 1931, as revised in 1937, were made. These were: 

(a) The waiving in 1942 of the requirement that the grant of 
preference to Australian goods entering Canada via a 
foreign country (the United States) was dependent upon 
the production of a certificate to the effect that direct ship¬ 
ment to Canada of such goods was not reasonably practic¬ 
able; 

(b) The suspension by the Canadian Government of the import 
duty on oranges from foreign countries. The duties on 
imports of oranges of foreign origin, during the period 
August to December, provided the agreed margin of pref¬ 
erence to Australian oranges, but owing to war conditions 
exports of oranges from Australia to Canada had practically 
ceased and the Commonwealth Government, at the request 
of the Canadian Government, concurred in 1943 in the 
latter’s action in suspending the duty as a temporary 
measure. The Commonwealth Government agreed to similar 
action being taken by the Canadian Government in re¬ 
sponse to requests received in 1944, 1945 and 1946. 

The Canadian Mutual Aid Agreement was signed at Ottawa 
on 9th March, 1944. Under the terms of the agreement Australia 
received from Canada goods and services for Australia’s war re¬ 
quirements to the value of <£A28,000,000, without the creation of 
a war debt in respect of the materials supplied and services ren¬ 
dered. The conditions on which the goods were supplied to 
Australia were analagous to those contained in the Mutual Aid 
Agreement under which Australia received supplies and services 
from the United States. Canadian mutual aid ceased to operate 
as from 1st September, 1945. 22 In respect of goods which came 
forward after that date cash was supplied by the Commonwealth 
Government to the amount of some £ A2,500,000. 

With the incorporation of Newfoundland in Canada as its 
tenth province, as from 1st April, 1949, and after formal notifica¬ 
tion by the Canadian Government to this effect, the Common¬ 
wealth Government agreed that as from the date of incorporation 
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Australian trade with Newfoundland should be governed by the 
terms of the Canada-Australia Trade Agreement. 

The following Commonwealth Acts give effect to the preferen¬ 
tial arrangements with Canada: 


Customs Tariff (Canadian Preference) 
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1934—No. 5 of 1934. 
1936—No. 16 of 1936. 
1936 (No. 2) — 

No. 70 of 1936. 

1938— No. 5 of 1938. 

1939— No. 58 of 1939. 
1939 (No. 2)— 

No. 61 of 1939. 
1948—No. 7 of 1948. 
1948 (No. 2) — 

No. 11 of 1948. 
1948 (No. 3)— 

No. 13 of 1948. 
1950—No. 33 of 1950. 
1952—No. 85 of 1952. 


The Act of 1934 was necessitated by the withdrawal of the inter¬ 
mediate tariff in 1933, while the Acts of 1936 implemented the 
trade diversion policy inaugurated in that year, so far as this 
policy affected Canada. The Acts of 1938 and 1939 carried out 
modifications of preference agreed upon with the Canadian Gov¬ 
ernment. As regards the Acts of 1948, 1950 and 1952, Act No 7 
of 1948 carried into effect changes in the basis of Australian valua- 
hon for duty purposes adopted in 1947, while the remainder of 
the Acts listed above embodied changes consequential on negotia- 

P arties t0 the General Agreement on Tariffs and Trade 

of 1947. 


1 . 

2 . 

3. 

4. 

5. 
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CHAPTER IV 


Development of the Preferential Tariff System 
— The Ottowa Agreement of 1932 


1. Obligations under the Ottawa Agreement 

The Imperial Conference of 1930 adopted the two following 

I. The Imperial Conference records its belief that the further 

development of inter-imperial markets is of the utmost importance 
to the various parts of the Commonwealth. 1 

II. inasmuch as this Conference has not been able, within the 
time hmit of its deliberations, to examine fully the various means by 
which inter-imperial trade may best be maintained and extended 7 
it resolved that the Economic Section of the Conference be ad- 
purned to meet at Ottawa on a date within the next twelve months 
to be mutually agreed upon, when that examination will be resumed 

Ae comml aim P. 11 "? ^ *** meth ° ds m0St likd >' to achi - e 

Tuh?fq?r tin ! ° f i he ° ttawa Conference was postponed until 

In I93fti?h d tb m mea f™ e * e world depression had struck. 
In IJ31 with the return of the National Government free trade 

Gove?^ 07 / k thC United Kingdom had collapsed, the National 
Government being committed to a policy of protection through 

the p nfFforko T lndustries “d of preferential trade throughout 

PMu l Uty ° f 10% ad Valorem °n all goods from foreign cout 
wT r tu exce P tl0n of certa in commodities specified in a 

in o the Sd Ef 4 ,'^ N ° Vember ’ 1932 ^ 



54 


Australia's Trade Relations 


of the Ottawa Conference reciprocal preferential trade was already 
operating within the Empire. The existing preferential systems 
were not, however, in any way co-ordinated, and were, so far 
as the United Kingdom was concerned, not based on any formal 
understanding with that country. The Import Duties Act of 1932 
would have expired in November of that year in the absence of 
specific action for its renewal by the United Kingdom Government, 
and as regards the Dominions, including Australia, the preferences 
accorded by them to the United Kingdom had developed piece¬ 
meal and with very little regard for consistency in the incidence 
of margins of preference over foreign goods. 

The cessation of overseas borrowing and the world-wide col¬ 
lapse of export commodity prices had resulted in inability on the 
part of Australia and other Dominions and colonies to maintain 
their import trade at previous high levels, and one of the primary 
objectives of the Ottawa Conference was the raising of price levels 
for the export commodities of the Dominions and colonies which 
depended largely upon the United Kingdom for their marketing, 
with a consequential raising of the purchasing capacity of the 
Dominions and colonies to the resultant benefit of British sup¬ 
pliers. The Conference declared for the necessity for a rise in 
prices, and laid down a policy in favour of short-term and long¬ 
term money on the cheapest possible terms. However, the idea of 
isolating the Empire from the rest of the world by tariffs which 
would have had the effect of shutting out foreign trade was 
repudiated* 

The Conference adopted the following resolutions with regard 
to the conclusion of agreements for the extension of mutual trade 
by means of reciprocal preferential tariffs; 

“That by the lowering or removal of barriers among themselves 
provided for in these Agreements the flow of trade between the 
various countries of the Empire will be facilitated, and that by the 
consequent increase of purchasing power of their peoples the trade 
of the world will also be stimulated and increased. 

“Further, that this Conference regards the conclusion of these 
Agreements as a step forward which should in the future lead to 
further progress in the same direction and which will utilise protec¬ 
tive duties to ensure that the resources and industries of the Empire 
are developed on sound economic lines. 

In construction the agreements between the United Kingdom 
and the Dominions were very similar. They were accepted by the 
United Kingdom Parliament with the passing of the Ottawa Agree- 



55 


The Ottawa Agreement 


ments Act of November, 1932. This Act imposed some new and 
some additional duties on certain goods from foreign countries, 
and provided for the maintenance of the existing duty of 10% ad 
valorem on certain foreign goods and for the maintenance, sub¬ 
ject to certain reservations, of the free entry of goods from the 
Dominions after 15th November, 1932. 

The trade agreement between the Commonwealth Government 
and the Government of the United Kingdom was signed at Ottawa 

on 20th August, 1932. 3 It imposed the following obligations on 
the United Kingdom: 

(1) To admit into the United Kingdom free of duty all those 
Australian goods which were free of duty under the Import 
Duties Act of 1932. This in effect meant free entry for all Aus¬ 
tralian goods with the exception of some few commodities 
on which duties were imposed for revenue purposes (Article 


A reservation was made in the case of some United Kingdom 

products to enable the United Kingdom Government, after 

consultation with the Commonwealth Government, to take 

measures to protect United Kingdom producers of those com¬ 
modities (Schedule A). 


(2) To legislate to impose on foreign wheat, eggs, honey, copper 
certain dairy products and fresh, canned and dried fruits 
duties necessary to afford Australia wider margins of pref¬ 
erence. In practice this meant preferences wider than 10% 
(Article 2 and Schedule B). 

(3) To legislate to increase the preference on light classes of 
Australian wine (Article 3 and Schedule C). 


(4) To maintain a duty of not less than 10% ad valorem on foreign 

leather, tallow, certain processed foodstuffs, barley, flour 

certain base metals, eucalyptus oil and wattle bark’ while 

continuing free entry to similar commodities of Australian 
origin (Article 4 and Schedule D). 

The duties provided on foreign wheat, copper, lead and zinc 
(Articles 2 and 4) to be conditional on prices to United 
Kingdom buyers not exceeding the world price (Article 5). 

To regulate imports into the United Kingdom of frozen 

mutton and lamb and frozen and chilled beef, and to give 
Austraha an expanding share of imports into the United 
Kingdom while the United Kingdom pursued the policy of 
developing home production of meat (Article 6 and Schedule 


( 5 ) 
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(6) To invite the Governments of the non-self-governing colonies 
and protectoiates to accord to Australia any preferences 
accorded to any other part of the British Empire, with the 
exception of certain special preferences between African 
countries, and to invite certain of the colonies to accord new 
or additional preferences on certain commodities (Article 7 
and Schedule E). 

The agricultural policy of the National Government in the 
United Kingdom had been aimed at an increase in the output of 
home-grown food. Such a development had necessitated, at least 
in the beginning, a rise in farm prices. The original intention had 
been to obtain this rise principally through marketing reorganisa¬ 
tion and the reduction of the margin between farm and retail 
prices, but later it was thought that some sort of protection from 
overseas supplies should be afforded during the period of reor¬ 
ganisation. 1 he restriction of imports as a means of raising farm 
prices became, therefore, an essential part of the Governments 
agricultural policy, but the development of the Empire trade 
policy, as exemplified in the Ottawa Agreements, concurrent with 
the expansion of home output, necessitated the reduction in 
imports being confined almost entirely to supplies from foreign 
countries. The market in the United Kingdom for agricultural 
products from Australia and other Empire countries expanded 
considerably, as a result of the United Kingdom Governments 
policy, in the years following the conclusion of the Ottawa Agree¬ 
ments. 

Early in the proceedings of the Conference an understanding 
was arrived at that, provided all the Dominions showed a ready 
disposition to accord reciprocity, the Government of the United 
Kingdom would grant to all Dominions the preferences granted as 
a result of the representations of any particular Dominion. So far 
as the Dominions were concerned, however, this rule was not to 
apply, and the Australian delegation had opposed any suggestion 
that preferences granted by Australia should be granted as a 
matter of course to all parts of the Empire. This stand was taken 
by the delegation because it was obvious that the United Kingdom 
market would for many years to come be a much more valuable 
market for Australian producers than the markets of all other 
countries of the British Commonwealth taken as a whole, and if 
preferences accorded to the United Kingdom were made generally 
applicable their value could diminish considerably, with perhaps 
consequent effects on the willingness of the United Kingdom Gov¬ 
ernment to grant or maintain reciprocal benefits. It was therefore 
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decided that any extension to other parts of the Empire of the 
preferences granted in the first place to the United Kingdom must 
be a matter for individual negotiation and consideration 
The negotiations at Ottawa therefore fell into two distinct cate¬ 
gories. Negotiations were conducted separately by the delegations 
from each of the Dominions with the United Kingdom delegation 
upon tariff concessions to be made in favour of the United King- 

1 % ~v ^ 1 1 1 | | ^ ’s concessions to the Dorn- 

inions, all delegations interested in the same commodity co-oper- 

a ed as: nearly as possible in the presentation of a common request 
to the United Kingdom delegation. 1 

There was an essential difference in the obligations accepted 
on the one hand by the United Kingdom and on the other by 
Australia. The United Kingdom Government was able to make 
specified concessions in favour of Australian goods over a wide 
range of primary and allied products, and these concessions could 
be applied immediately Australia, on the other hand, owing to the 
policy maintained by the Government of not amending the pro¬ 
tective tariff without reference to the Australian Tariff Board 
coukl not undertake to limit duties on protective tariff items imme¬ 
diately, but gave assurances, as part of the agreement, as to prin¬ 
ciples which would guide the Commonwealth in applying protec¬ 
tive duties. This amounted to a benefit which woffd accrue pro¬ 
gressively as the Tariff Board proceeded with its work of revision 
and as there was a return to a more normal tariff level from the 
abnormally high level which had been operating since late in 1929 

iJ nuuT t0 * hese assu rances in respect of protective items 
he United Kingdom received the benefit of existing preferences 

revp C1 Weie 1 th f en ^ting in favour of British trade in the lower 
venue and free levels of the Australian tariff, and the benefit 

tariff nCrea P references generally distributed throughout the 
w The obligations accepted by Australia under the agreement 

(1) To legislate to grant British preferences (not necessarily ex- 
fcwtagform!- Ki " S ■ 1 ' >m, ” aCC ° r<l ““ f»l- 

(a) A preference of 15% over the most favoured foreign 

country when the duty against the United Kingdom did 
not exceed 19% ad valorem. 

Reference of 17M% when the duty against the United 
Kingdom exceeded 19% but did not exceed 29%. 
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(c) A preference of 20% when the duty against the United 
Kingdom exceeded 29% (Article 8 and Schedule F).° 

(2) To maintain preferences in excess of the abovementioned for¬ 
mula where such preferences were in operation at the time 
the agreement was concluded. 

Provision was made for excepting thirty classes of goods, 
which were specifically mentioned in the agreement, from 
the obligations under (1) and (2) set out above. In some 
cases the object of the exceptions was to enable the formula 
margin to be withheld, while in others the object was to pro¬ 
vide for a margin of preference in excess of that provided 
for under the formula (Article 8 and Schedule F). 

A general provision was also included freeing the Com¬ 
monwealth from any obligation to grant preference in the 
case of goods of a class or kind not manufactured commer¬ 
cially in the United Kingdom, or in cases where it might be 
agreed that the application of the formula was unnecessary, 
e.g., where the United Kingdom was holding the trade with¬ 
out a preference (Schedule F). 

(3) To grant protection only to industries “reasonably assured of 
sound opportunities for success” (Article 9). 

(4) To base the tariff on the principle that protective duties should 
not exceed such a level as would give United Kingdom pro¬ 
ducers full opportunity of reasonable competition on the 
basis of the relative cost of economical and efficient pro¬ 
duction. 

A proviso left the Commonwealth with liberty to give special 
consideration to industries not fully established (Article 10). 

(5) To submit existing protective duties to the Tariff Board for 
review on the basis of the foregoing principles, and to invite 
Parliament to vary the existing rates on United Kingdom 
goods to give effect to those principles (Article 11). 

(6) To refrain from imposing any new protective duty or from 
increasing any existing duty on United Kingdom goods in 
excess of the recommendation of the Tariff Board (Article 
12 ). 

(7) To afford United Kingdom producers full rights of audience 
before the Tariff Board when the Board is reviewing existing 

° Adjustments were made in the agreement to bring these preferential margins into 
line with the changes in the Australian Customs Tariff effected by the Customs Act 1947 
(Act No. 54 of 1947), and the Tariff Proposals which came into operation on 15th Novem¬ 
ber, 1947 (see Customs Tariff (No. 2) 1948—Act No. 5 of 1948). These enactments 
resulted in values for duty purposes of goods admitted into Australia at ad valorem rates 
being expressed in terms of Australian instead of English currency, with the consequential 
necessity for adjustment of the rates of duty. 
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duties or considering applications for new or increased duties 
(Article 13). 


To grant preferences on a few specified products to British 

non-self-governing colonies and to certain other territories 

under British control, and to accord the British preferential 

tariff to the colonies on any other items in respect of which 

a request might be received from the United Kingdom Gov¬ 
ernment (Article 15). 


Australia granted the colonies the British preferential tariff 

on a limited list of commodities, whereas the colonies granted 

Australia their British preferential tariff rates over their com¬ 
plete tariffs. 

(9) So far as United Kingdom goods were concerned, to remove, 
as soon as practicable, the prohibitions and the surcharges 
of 502 imposed during the period of the depression, and to 
reduce or remove primage duty as soon as the finances of 
Australia would allow (Article 14). 


The agreement was for a minimum period of five years com¬ 
mencing on 20th August, 1932, with provision for denunciation 
thereafter at six months’ notice. Article 16 provided for consul¬ 
tation with a view to variation in its terms in the event of circum- 
stances arising which would appear to warrant such variation 

lhe agreement was approved by the Commonwealth Parlia¬ 
ment with the passing of the United Kingdom and Australia Trade 
Agreement Act 1932.“ On 13th October, 1932, a completely new 
tariff was introduced in the Commonwealth Parliament to give 
effect to the formula margin of preference and other changes 
which were agreed to by the Australian delegation at the Ottawa 

conference. The application of the formula resulted in an increase 
in the general tariff over some 440 items. 

Since 1921 the Australian tariff had been a three-column one 

1 He measure now introduced was a reversion to the two-column 

tantt, the Government having decided to delete the intermediate 

column and to adopt the practice of bringing down Bills covering 

any trade treaties which might in future be negotiated with 

oreign countries.-' (An intermediate column was, however, rein- 
trociuced in 1935.) 


2. Operation of the Agreement and Discussions of 1938 

in moo !v he time 0f its conclusion in 1932 until the outbreak of war 

st.nH i °P eratl0n of ‘he Ottawa Agreement was almost con- 
siantiy under review. 

nr-f^ hC ^ eS 910 12 the a g reement almost immediately came under 
iticism, particularly from the point of view of limitations, implicit 
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in the articles, on the unrestricted development of the United 
Kingdom’s export trade with Australia. Criticism was particularly 
directed at the operation of Article 10, the view being taken in 
the United Kingdom that “full opportunity of reasonable com¬ 
petition” should mean that United Kingdom producers should be 
placed in the position of domestic competitors in Australia, a posi¬ 
tion which they held in New Zealand as a result of a provision 
in the Ottawa Agreement of 1932 between the United Kingdom 
and New Zealand. The Australian delegation at the Ottawa Con¬ 
ference had definitely rejected the “domestic competitor” prin¬ 
ciple, and the Commonwealth Government adhered to the view 
that, while protective duties should not be prohibitive, they should 
provide a marginal advantage in favour of the Australian manu¬ 
facturer, taking into consideration all the factors surrounding 
the operation of the Australian industry concerned. “Reasonable” 
competition did not mean “equal” competition. 

In its report for the year ended 30th June, 1933, the Tariff 
Board outlined its interpretation of a “reasonable duty” to pro¬ 
tect an efficient economic industry. In the opinion of the Board, 
such a duty should be sufficiently high to raise the landed cost 
of an overseas product to a level which would: 

(a) Compensate the local manufacturer for the higher cost (if 
any) of Australian labour; 

(b) Offset the higher costs (if any) of raw materials and over¬ 
head charges; 

(c) Provide a marginal advantage in favour of the Australian 
manufacturer. 

The Tariff Board also explained that the margin in favour of 
the local manufacturers needed to be varied in differing circum¬ 
stances. In general terms it should be wide enough to secure 
to efficient Australian manufacturers so much of the market as 
was represented by goods which could be economically produced 
in the Commonwealth, but it should be narrow enough to pre¬ 
clude any inefficiency, uneconomic extension, or undue profit 
taking. 

In 1935, on the occasion of the visit of the Prime Minister and 
other Commonwealth Ministers to London to attend the Jubilee 
celebrations, the question of the interpretation to be placed 
on Article 10 was discussed with United Kingdom Ministers. It 
was pointed out to the United Kingdom Ministers that the Com¬ 
monwealth Government had undertaken in Article 9 that protec¬ 
tion by tariffs should be afforded only to those industries which 
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were reasonably assured of sound opportunities for success, and 
also had undertaken in Article 10 that the tariff should be based 
on the principle that protective duties should not exceed such 
a level as would give United Kingdom producers full opportunity 
of reasonable competition on the basis of the relative cost of 
economical and efficient production. The United Kingdom Min¬ 
isters were informed that in the understanding of the Common¬ 
wealth Government the application to United Kingdom goods 
of the protective tariff principles embodied in the agreement 
should result in the establishment of a competitive as distinct 
from a prohibitive tariff level. This statement was accepted on 
behalf of the United Kingdom Government. It had been empha¬ 
sised that Articles 9 to 13 of the agreement should be read together 
in any process of interpretation of any one of the articles. 

As a result of the Ottawa Agreements, supplies of meat from 
foreign countries to the United Kingdom were reduced, marketing 
conditions were improved, and the way was opened for increased 
supplies of meat from the Dominions. However, during the second 
half of 1934, the general position 0 began to cause anxiety to the 
Commonwealth Government because of the conflicting interests 
of the Dominions and foreign suppliers, and particularly the 
existence of the trade agreement of 1933 between the United 
Kingdom and Argentina. 7 In order to carry out the provisions of 
this agreement, which had the effect of guaranteeing a market 
in the United Kingdom for certain types of meat from Argentina 
possibly at the expense of the Dominions, the United Kingdom 
Government proposed to limit the importation into the United 
Kingdom of Australia’s total supplies of beef, mutton and lamb, 
and there was also the possibility of an impediment to the right 
claimed by Australia freely to ship beef in a chilled instead of a 
frozen condition. It was considered that such a limitation might 
not be in accord with the policy of the United Kingdom Govern¬ 
ment as expressed in the declaration set out in Schedule H of the 
Ottawa Agreement, which indicated that such policy in relation to 
meat production was first, to secure development of home pro¬ 
duction and, secondly to give to the Dominions an expanding 
share of imports into the United Kingdom. The delegation to the 

vth U i 935 ’ 35 the rCSult 0f a series of meetings 

with Umted Kingdom Ministers, was able to ensure a market in 

the United Kingdom during 1935 and subsequent years for all 

Australian meat supplies available for export, including increased 
supplies of chilled beef, mutton and lamb. 

Article 11 of the agreement came under notice in March, 1936 
when the Commonwealth Parliament, having been “invited to 
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vary” the duties on cement and on sanitary earthenware, declined 
to accept the recommendations of the Tariff Board. 8 The Com¬ 
monwealth Government took the view that everything possible 
had been done to give effect to the Tariff Board’s recommendation, 
in that Parliament had been “invited to vary” the duties, and 
decided not to proceed further with the original proposal to have 
the duties varied as recommended. There was some doubt as to 
whether the terms of the agreement had not been broken as a result 
of the failure of the Government to obtain Parliament’s approval of 
the proposal. It seems clear that if the agreement had been broken 
then it contained a clause which was quite unenforceable, since 
no Government can undertake that Parliament will pass any legis¬ 
lative measure if such a measure is needed to implement an agree¬ 
ment. In December, 1939, Parliament also rejected a recommen¬ 
dation of the Tariff Board with regard to duties on woollen piece 
goods. 

The original minimum period fixed in the Ottawa Agreement 
expired in August, 1937. The period of guaranteed free entry into 
the United Kingdom for eggs, poultry and certain milk products 
(Schedule A) had expired in August, 1935, but free entry had 
been continued by the United Kingdom Government. (Free entry 
was later definitely guaranteed until 1940.) Conditions affecting 
the importation of Australian commodities into the United King¬ 
dom had been generally satisfactory. 

However, difficulties had arisen with regard to the tariff and 
preferential treatment of goods from the United Kingdom enter¬ 
ing Australia. Australian manufacturers were apprehensive of the 
effects of certain articles of the agreement on the development of 
Australian manufacturing industries. Apart from this considera¬ 
tion, the method of according preferences to goods from the 
United Kingdom as against foreign goods by means of a formula 
had resulted in the efforts of the Commonwealth Government to 
conclude trade agreements with foreign countries being somewhat 
hampered. 

The necessity for a review of the agreement became pressing 
when the United Kingdom Government commenced negotiations 
for a trade agreement with the United States of America. The 
United Kingdom Government approached all the Dominion Gov¬ 
ernments with a view to obtaining their co-operation in the 
negotiations, and this necessitated immediate consultation with 
the United Kingdom authorities regarding the Ottawa Agreement 
as a whole, since such co-operation on the part of Australia would 
involve the relinquishment of direct benefits conferred under the 
agreement. The agreements of 1932 between the United Kingdom 
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and Canada and New Zealand had already been reviewed in 1936 
and 1937 respectively. 

The results of the discussions which took place in London be¬ 
tween United Kingdom and Australian Ministers were summarised 
in a Memorandum of Conclusions which was signed on 20th 
July, 1938. ,J In the Memorandum the broad principles on which 
it was considered the trade relations between the United Kingdom 
and Australia should be based were laid down. The Australian 
Ministers recognised: 

(a) The necessity for the United Kingdom to safeguard and 
develop her own agriculture; 

(b) The position of die United Kingdom as a great inter¬ 
national trader, investor and shipowner; 

(c) The consequential necessity that die United Kingdom 

should maintain her position as a great overseas trader and 

in particular as an exporter of manufactured goods to 
Empire and foreign countries; 

(d) That these facts imposed an upward limit upon the extent 
to which increased opportunities could be afforded to Dom¬ 
inion producers in the United Kingdom market; 

(e) That any diminution of total exports from the United 
Kingdom would tend to affect the capacity of the United 
Kingdom to purchase foodstuffs and raw materials from 
overseas suppliers, including Australia. 

The United Kingdom Ministers recognised: 

(a) That in the interests of both countries and of the British 
Empire as a whole it was desirable for Australia to endeav¬ 
our to bring about as soon as possible a substantial increase 
in her population; 

(b) That it was impossible to achieve this objective solely or 

principally by an expansion of Australian primary indus- 
tries; 

(c) That there was therefore a necessity to combine with such 
expansion the sound and progressive development of Aus~ 
tralian secondary industries. 


It was declared that both United Kingdom and Australian Min- 

y p attached A to ‘ he pdnci P le 0f P ref erential trade 

several of the facts stated above rendered it not only inevitable but 
desirable that both the United Kingdom and Australia should from 

IP 
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time to time enter into trade agreements with foreign countries. 
(Australia had already entered into trade agreements with several 
foreign countries, and the possibility of commencing negotiations 
with the United States was being examined.) In this way the two 
countries could assure their own full development and at the same 
time make an effective contribution to the expansion of inter¬ 
national trade. To this end United Kingdom and Australian Min¬ 
isters undertook to co-operate in every practicable way with a 
view to assisting each other in arriving at trade agreements with 
foreign countries. 

The Australian Ministers had proposed to the United Kingdom 
Ministers the removal of Articles 9 to 13 of the Ottawa Agreement, 
and the substitution for them of a schedule of maximum rates of 
duty to operate during the currency of the agreement. The United 
Kingdom Government was unwilling to agree to the excision of 
these articles, but the Australian Ministers stated that the Com¬ 
monwealth Government would investigate the possibility of adopt¬ 
ing a system of fixed rates. In the meantime, and pending the 
decision of the Commonwealth Government on this matter, the 
agreement of 1932 was to remain in force, the United Kingdom 
Government being prepared not to press their objection to the 
interpretations placed by the Australian Tariff Board upon Article 
10, while Australian Ministers undertook to make every effort to 
ensure that Tariff Board recommendations under Article 11 were 
made effective. 

The marketing of primary produce was also the subject of a 
declaration in the Memorandum. Australian Ministers recognised 
the rights of United Kingdom agriculture in accordance with the 
principle that the home producer is entitled to first consideration 
in the home market. They also recognised that these circumstances 
imposed an upward limit upon the extent to which increased 
opportunities could be afforded to Dominion producers in the 
United Kingdom market. United Kingdom Ministers, in their turn, 
recognised the principle that Empire producers were entitled to 
second consideration in the United Kingdom market, and that, 
subject to the vital interest of the United Kingdom in its agricul¬ 
ture and overseas trade, the necessity of maintaining remunerative 
prices while safeguarding the interests of consumers and the 
absorptive capacity of the United Kingdom market, an extended 
market should, as far as practicable, be afforded in the United 
Kingdom for their products. It was felt by both United Kingdom 
and Australian Ministers that in the existing state of trade the 
interests of all parties could best be served by means of orderly 
marketing secured by collective action on the part of Empire 
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producers' organisations in co-operation with corresponding 
bodies in other countries in respect of particular commodities. 

On 17th November, 1938, the trade agreement between the 
United Kingdom and the United States was signed, and came into 
force on 1st January, 1939. 10 A number of preferences enjoyed by 
all the Dominions and other parts of the Empire had been recon¬ 
sidered, and their modification agreed to by the Empire countries 
concerned. The commodities affected by the agreement of most 
interest to the Australian export trade were fresh apples and 

pears, canned pineapples and wheat, all covered by Schedule B 
of the Ottawa Agreement. 11 


3. The Preference Formula , Colonial Preferences , and Results of 
the Agreement 7 

On 13th October, 1932, a completely new tariff had been intro¬ 
duced into the Commonwealth Parliament for the purpose of 
giving effect to the formula margins of preference and other 
changes agreed to by the Australian delegation to the Ottawa 
Conference, and covered by Article 8 and Schedule F of the agree¬ 
ment. This tariff increased the general duties on some 440 items 
and sub-items of the tariff', the British preferential level of the 
protective items of the tariff being maintained, in pursuance of 
the Government s policy not to reduce the protective level without 
enquiry by the Tariff Board. The new tariff was a two-column 
taritr, the intermediate column which had formed part of the tariff 
since 1921 being deleted. 

The review of Australian protective duties by the Tariff Board 

T C ° ntin T S i Si ? C f the . conclusi °n of the agreement of 
1932, the principles laid down in Articles 9 to 11 and 13 of the 

agreement being adhered to in the formulation of all recommenda¬ 
tions by that body involving consideration of the protective inci- 
dence of the tariff. 


Exceptions to the operation of the preference formula listed in 
Schedule F of the agreement have been modified from time to 
time by agreement between both Governments. The modifications 
were in most cases agreed upon to allow of concessions being 
granted to overseas countries by Australia in negotiations for 
toffe agreements Similarly, a number of preferential margins 
ich exceeded those laid down in the formula, and which Aus- 
alia under Article 8 of the agreement was bound to maintain 
were modified for the purpose of negotiations. Changes in com’ 
petit.ve conditums so tar as concerned tariff items in respect of 
which it had been agreed under Schedule F that the application 
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of the formula was unnecessary led to its later application by 
agreement between the Governments in cases in which the trade 
of the United Kingdom was adversely affected by the maintenance 
of margins which, while adequate at the time the agreement of 
1932 was concluded, had later ceased to be adequate. 

The formula margins laid down in Schedule F of the agreement 
in effect apply only to ad valorem rates of duty, and not to tariff 
items carrying specific (fixed rate) duties. It is true that Article 
8 of the agreement does not in its terms differentiate between 
duties on an ad valorem basis and duties on a fixed rate basis, 
but it is obviously impossible to apply the preference formula 
to fixed rate duties because of the difficulty of assessing any 
permanent equivalent to such duties in terms of ad valorem duties, 
assessment being based on the price of the goods at the time 
such assessment is made. Assessments would vary with every 
change in price, and possible fluctuations in price could nullify 
or at least distort the effects of changes in duties within a short 
period after such changes were effected, if the formula were 
rigidly adhered to. 

It has been the invariable practice, when changes in duties at 
fixed rates are contemplated by the Commonwealth Government, 
to consult with the United Kingdom Government as to whether 
such changes would be acceptable to them. In formulating pro¬ 
posed changes in fixed rates in the tariff, the general principles 
laid down in Article 8 have always been borne in mind and applied 
as closely as possible. This practice extends to cases in which 
it is proposed to change duties at a fixed rate which are affected 
by the undertaking in Article 8 that existing preferential margins 
which exceed those in the formula shall be maintained. 

Article 15 and Schedule G of the agreement, relating to the 
grant of preferences on products from the British non-self- 
governing colonies and certain other territories, were implemented 
by the inclusion in 1932 of provision in the Customs Tariff for 
the proclamation by the Governor-General in Council of the appli¬ 
cation of the British preferential tariff in respect of the goods 
specified in Schedule G the produce or manufacture of such col¬ 
onies and territories. 12 The first proclamation was issued on 9th 
December, 1932. Subsequently proclamations were issued in 
respect of a number of other products from colonies and territories, 
at the request of the United Kingdom Government. 

Undoubtedly the agreement operated greatly to the advantage 
of both parties to it in the years immediately following its con¬ 
clusion. The Australian primary producer had a guaranteed market 
in the United Kingdom for many products, with a degree of pro- 
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tection against foreign interests which he had never enjoyed in 
the years when free trade was the dominant economic policy of 
successive United Kingdom Governments. He continued to enjoy 
a privileged market in the face of increased local production in 
the United Kingdom and even after his privileges were curtailed 
as a result of the surrender by the Commonwealth Government of 
preferences to facilitate negotiations by the United Kingdom Gov¬ 
ernment with other countries. 

Some of the preferences obtained by Australia were of little or 
no value from the outset, but on a limited range of export com¬ 
modities they were of great importance, and in some cases have 
continued to be so through the years. At present the most import¬ 
ant preferences received by Australia in the United Kingdom are 
on sugar, dried fruits, canned beef, canned fruits and processed 
milk, although other preferences have been of considerable bene¬ 
fit. The quota preference on meat, which was important in the 
early thirties, has been inoperative since the coming into force 
of long-term contracts on meat concluded with the United King¬ 
dom Government, and will continue to be so during the currency 
of the Australia-United Kingdom Meat Agreement of 1951, which 
will not expire until 1967. The preference on wine is not having 
the anticipated effect because of the present high duties on the 
import of wines into the United Kingdom. 

On the other hand, the continuous revision of the Australian 
tariff through the operations of the Tariff Board has resulted 
generally in a safeguarding of the interests in Australia of the 
United Kingdom manufacturer and exporter against the foreigner. 
The surrender by the United Kingdom Government of its privi¬ 
leged position in some cases in order to enable the Commonwealth 
Government to negotiate agreements with overseas countries has 
only to a minor degree affected the position generally of United 
Kingdom goods in the Australian market. 

The preferences which the United Kingdom enjoys in the Aus¬ 
tralian tariff are of very great value to her trading interests, and 
cover almost every item of her trade or potential trade’with 
Australia, as against the limited number of preferences enjoyed 
by Australia in the United Kingdom because of the nature of 
Australia’s exports to that country. The preferences enjoyed by 
United Kingdom exporters are substantial and for the most part 
much wider than any of the preferences Australia enjoys in the 
United Kingdom. They give the United Kingdom exporter a mar¬ 
keting advantage over foreign suppliers, while also allowing 
of increases in prices of goods exported to Australia over prices 
charged in the United Kingdom. There is no hindrance in Aus- 
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tralian legislation to such increases in export prices (of goods sub¬ 
ject to margins of preference), if circumstances are propitious, to 
an extent which still permits undercutting the prices of foreign 
suppliers so as to sell at prices lower than the duty-paid cost of 
the foreign product. If such an advantage were widely exploited 

the practice could have an appreciable effect on the Australian 
price structure. 

In its annual report for the year ended 30th June, 1953, the 
Tariff Board drew attention to a special element in costs to Aus¬ 
tralian industry which had been introduced by certain United 
Kingdom manufacturers of plant and raw materials, apart from 
the ordinary factors of costs and efficiency which affect competi¬ 
tive ability. Instances had come under the notice of the Board 
during the year in which goods vital to Australian manufacturers 
had been available from United Kingdom sources only at prices 
higher than those charged to manufacturers in the United King¬ 
dom. Several such instances were cited by the Board in its report, 
including one in which at a recent enquiry inflated basic prices 
were quoted for an industrial chemical, in short supply throughout 
the world, which is a raw material required by Australian manu¬ 
facturers, the supplier in the United Kingdom being the parent 
company of a company making a similar product in Australia. 
The basic prices f.o.b. quoted were for a considerable period 
higher per ton than the domestic prices in the United Kingdom. 
In its report the Board remarked in relation to this chemical: 

“It will be noted that during one period f.o.b. prices paid by 
Australian consumers were higher by £40 per ton or 30% than those 
paid by consumers in the United Kingdom. The reason for the dif¬ 
ferentiation was given in the enquiry in the following quotation from 
a letter dated 15th September, 1951, from the United Kingdom Board 
of Trade to the managing director of the supplying company in the 
United Kingdom: 

“ ‘The Government’s policy on this (export policy on prices) is that 
they like to see industry get as much for its exports as the traffic 
will bear. Our balance of payments position is so critical that the 
more we can earn with our exports the better. This does not mean 
that one should risk losing long-term goodwill by charging exorbitant 
prices while a short-term scarcity exists/ ” 

As regards all instances of such added costs which it cited, the 
Board continued: 

“United Kingdom manufacturers of goods competitive with those 
produced in Australia when exercising their Tull rights of audience 
before the Tariff Board’ have some difficulty in supporting a claim 
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for full opportunity of reasonable competition’ when their own 
Government instrumentalities are parties to an arrangement which 
imposes a competitive penalty on the Australian industry. The Board 
in its findings must take notice of handicaps of this kind. No doubt 
those responsible in the United Kingdom have considered that the 
short-term advantage of taking ‘what the traffic will bear’ is more 
important than the long-term advantage of an Australian tariff level 
based on normal trade practices.” 

It would be very difficult to establish a 6rm basis on which to 
assess the relative benefits accruing to the United Kingdom and 
Australia under the agreement of 1932, but with the relinquish¬ 
ment of substantial preferences to the United Kingdom without 
compensation (as in 1938 when the United Kingdom-United States 
trade agreement was negotiated) and with the non-operation of 
other preferences referred to above, the balance of advantage 
would certainly appear to rest with the United Kingdom. 

The agreement of 1932 was considerably modified as a result 

of the negotiation of the General Agreement on Tariffs and Trade 

at Geneva in 1947, and developments generally in the conditions 

of trading between Australia and the United Kingdom and other 

countries during and since the war of 1939-45 have also had effects 

on its operation. These modifications and developments are dis- 
cussed later in this work. 

4. Protective Effects of Exchange, and Exchange Adjustment 
Act 1933 

The collapse of export prices and the cessation of overseas bor¬ 
rowing in 1929-30 had resulted in the exchange position moving 
against Australia, and it had become imperative to take steps to 
safeguard Australian credits in London. With a view to remedy¬ 
ing the position, and to combating unemployment in Australia the 
Commonwealth Government had, amongst other measures taken, 
introduced into Parliament on 21st November, 1929 a Tariff 
Schedule providing for increased duties under a large number of 
items and sub-items of the tariff. Between November, 1929 and 
July, 1931, several amending schedules were introduced into’ Par¬ 
liament providing for increased duties on numerous items. 

On 3rd December, 1931, the Commonwealth Bank Board 
assumed responsibility for the regulation of sterling exchange the 
rate being fixed at £ 125 for £ 100 sterling, in place of £ 130 which 
had been the official bank rate since 29th January, 1931. 

• ° ctol3er > 1932 > the Tariff Resolutions were introduced 

into the Commonwealth Parliament which gave effect to the for- 
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mula margin of preference and other changes which were agreed 
to by the Australian delegation at the Ottawa Conference. The 
application of the formula resulted in an increase in the general 
tariff over a large number of items. 

In its annual report for the year ended 30th June, 1931, the 
Australian Tariff Board had drawn attention to the fact that, in 
a number of instances during that year in which increased duties 
applied for had been refused, the industries seeking additional 
protection had under normal conditions been earning substantial 
and in some cases abnormal profits under the Customs Tariff 
1921-30. The Board had also expressed the opinion that excessive 
duties were dangerous for the following reasons: 

(1) They might shelter industry unduly and tend to lack of 
efficiency or to undue profit. 

(2) There was undoubted evidence of the danger of encour¬ 
aging the establishment of plant over and above what was 
actually justified by the market available. 

(3) Excessive duties tended also to encourage the local pro¬ 
duction of certain goods the manufacture of which in Aus¬ 
tralia under existing conditions was so costly as to make 
production uneconomic. 

(4) Prohibitive duties tended to seriously disrupt trade gener¬ 
ally. 

The Board held that the community in general “was best served 
by the imposition of a duty sufficient to enable an efficient manu¬ 
facturer to develop his business and secure the trade”. 

On 14th December, 1932, the Board was formally directed by 
the Minister for Trade and Customs to enquire into and report 
upon the protective effect of exchange and primage. The question 
was placed before the Board whether it was possible to evolve a 
practical method of adjusting protective duties to compensate for 
the effects of exchange and primage. 

The Boards report, issued on 13th April, 1933, 13 indicated that 
the effect of exchange in increasing protection had been recog¬ 
nised ever since the initial depreciation of Australian currency 
in 1930. There had, however, been an almost universal belief that 
the high rate of exchange was only transient, and consequently 
it had been considered desirable to maintain protective duties at 
a level which would reasonably protect manufacturers under 
normal exchange conditions. 

The expectation that the high rate of exchange would not per¬ 
sist had not been realised, and in view of the fact that exchange 
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on sterling would apparently continue at approximately the then 
level for an indefinite period, the Board considered that its 
recommendations in regard to protective duties would be based 
on false premises if it continued to ignore the depreciation in 
Australian currency. Exchange was adding materially to the cost 
of landing imported goods, and was thereby increasing the pro¬ 
tection afforded Australian industries well above tire rates con¬ 
sidered reasonable when they were adopted by Parliament. The 
successive increases in many duties in recent years, the adverse 
exchange, the addition of primage duty coupled with reductions 
of wages, rent and interest charges, had resulted in many indus¬ 
tries being over-protected. The Board considered that, in the best 
interests of the Commonwealth, such over-protection should be 
rectified insofar as rectification was practicable. The protective 

effect of exchange had made a number of industries temporarily 
independent of duties. 1 

The Board’s report and recommendations were brought before 
1 ailiament on 4th October, 1933. Recommendations regarding 
exchange adjustment were put provisionally into force as from 5th 
October, 1933, and were later embodied in the Customs Tariff 
(Exchange Adjustment) Act 1933 (No. 29 of 1933), which was 
assented to on 4th December, 1933. 

The Act in effect provided that, while the rate of exchange 
Australia-United Kingdom did not recede to a figure below 20% 
a deduction should be made from protective duties, on goods 
admissible into Australia under the British preferential tariff 
of (a) one-quarter of the duty, or (b) one-eighth of the value 
for duty, whichever was the less. If at any time the exchange rate 
receded to a figure below 20%, but not lower than 12^% the deduc¬ 
tions from protective duties were to be (a) one-eighth of the 

duty, or (b) one-sixteenth of the value for duty, whichever was 
the less. 

No deduction on account of exchange was made from duties on 

goods not entitled to admission under the British preferential 

tariff. The Commonwealth Government at this time was expecting 

to negotiate with a number of foreign countries which had indi 

cated their willingness to enter into bilateral trade agreements with 
Australia. 14 

The Government did not give effect in its entirety to the Tariff 
Board s recommendation dealing with the importation of goods 
from countries with currencies more greatly depreciated than 
Australian currency. A formula to deal with such cases was put 
orward by the Board, but the Government preferred to apply the 
formula in approved cases instead of over the whole protective 
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range of the tariff. The formula was incorporated in the Customs 
Tariff (Industries Preservation) Act, in substitution for the exist¬ 
ing exchange dumping duty provision (Section 8), 15 but has never 
been operated. 

As regards primage duty, the Board renewed a previous sugges¬ 
tion that it had made that primage duty be removed from pro¬ 
tective items in the Tariff Schedule as soon as revenue considera¬ 
tions permitted. A primage resolution was introduced into Par¬ 
liament on 4th October, 1933, in which a preferential primage 
duty system was instituted in favour of United Kingdom goods. 
A reduction of 5% in primage duty on goods admissible under the 
British preferential tariff operated in respect of 819 tariff items. 
In addition, goods admissible into Australia under customs by-law 
at a rate of 4% were exempt from primage duty if eligible for entry 
under the British preferential tariff. Other primage concessions 
were accorded in respect of certain raw materials and capital 
goods from British sources. 

In its report the Tariff Board had pointed out that the applica¬ 
tion of its recommendations with regard to exchange adjustment 
(embodied in the Customs Tariff (Exchange Adjustment) Act 
1933) conformed with the spirit of the Ottawa Agreement of 1932, 
and would aid considerably in implementing it for the following 
reasons: 

(1) Duty payments on United Kingdom goods would be re¬ 
duced, but without diminishing protection for Australian 
manufacturers considered reasonable when the respective 
duties were provided. 

(2) The preferential ad valorem differences provided for under 
the Ottawa Agreement would not in any case be reduced. 

(3) The real preference, i.e., the absolute margins in duties 
payable, that would obtain but for the effect of exchange, 
would to a large extent be re-established because of the 
reduction in duty payments on goods from the United 
Kingdom. 

(The Board had also anticipated the possible effect of in¬ 
creased duty payments on goods from countries whose 
currencies were depreciated relatively to Australian cur¬ 
rency—these increased payments were never levied.) 

The number of tariff items then affected by the adjustment was 
839, and from time to time additions were made to the list of 
items. The Act of 1933 was repealed in 1948, after the amendment 
in 1947 of the Customs Act to provide for the calculation of value 
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for duty of imported goods in Australian currency instead of 

English currency, the rates of duty shown in the tariff thereafter 

being expressed at their net level under existing exchange condi- 
tions. 

c ^ ie the preferential primage system in favour 

of the United Kingdom accorded with Australia’s obligation under 
the Ottawa Agreement to reduce or remove primage dutv as 
soon as the finances of Australia would allow of this being done. 


1 . 

2 . 

3. 

4. 


5. 

6 . 

7. 

8 . 
9. 

10 . 

11 . 

12 . 

13. 

14. 

15. 


REFERENCES 

SumnKuy °f Proceedings of the Imperial Conference, 1930, Cmd. 

^ i /, p. 44. 

Report of the Imperial Economic Conference, 1932. Ottawa, 1932, p 30 

Amtrn L T °1 ‘ agreement see Schedule to the United Kingdom and 
Australia Trade Agreement Act, 1932 (No. 57 of 1932). b 

S p C0 . nd Rea <hng speech of the Commonwealth Minister for Trade 
and Customs (C wealth Hansard, 13th October, 1932, pp. 1139-66) 

ment Ur Tn e3 | H eVe " tS Uf> t0 the conclusi °n of the Ottawa Agree- 

ment, and discussion of the terms of the agreement b 

C wea Of Hansard 13th October, 1932, p. 1248, and Act No. 27 of 1933 

T C NT? Hth Novembcr > 1935 > PP- 1632 et sea. 

L.N.T.S., Vol. 143, p. 69. 1 

Cmd 31 ' V th n> Ut ^ arch> 1936 ’ PP* 678, ™8, 734. 
238 d 45 5805 ' 60 aS ° CwCalth Hansard > 27th September, 1938, pp. 

L.N.T.S., Vol. 200, p. 293. 

C’wealth Year Book, 1953, p. 465. 

See Section 9 of the Australian Customs Tariff. 

C wealth Pari. Paper No. 3869 of 1932-33. 

C wealth Hansard, 4th October, 1933 n 3?45 
Act No. 30 of 1933. ’ 



CHAPTER V 


Negotiations with Foreign Countries—The 

Australian Intermediate Tariff 


1 . Agreements of 1933 and 1934 with Belgium 

In 1930, as a result of the effects of the world economic situation 

on Austialias balance of payments, prohibitions and restrictions 

weie imposed on importation into Australia of a number of classes 

of goods from overseas countries. As has already been mentioned, 

between November, 1929, and July, 1931, several tariff schedules 

were introduced into the Commonwealth Parliament providing 

for increased customs duties on numerous items in the Australian 
tariff. 

Concern was felt in a number of foreign countries exporting 
goods to Australia at the restrictive effects of the action taken. 
The Belgian Government was particularly disturbed by the effects 
on Belgian exports of the measures introduced, and that Govern¬ 
ment publicly announced, through its Consul-General, that if 
the restrictive measures were given a permanent character Bel¬ 
gium would feel fully justified in taking measures to induce Bel¬ 
gian buyers from Australia to purchase their goods from other 
countries in which less restrictive legislation was operating. 1 All 
the principal exports from Australia to Belgium, with the exception 
of butter, were then imported into Belgium duty free. Recorded 
values of Australian exports to Belgium in 1929-30 were 
£9,000,000, while imports from Belgium had been valued at 
£910,000 in the same period. 

However, no formal retaliatory action was taken by Belgium 
in the ensuing two years, and a comprehensive revision of the 
Australian tariff was not undertaken until after the Ottawa Con¬ 
ference of 1932. In 1932 and 1933, however, the Belgian Govern¬ 
ment introduced licensing systems for foodstuffs from abroad, 
the legislation adopted including decrees under which licences 
had to be obtained for the importation into Belgium of meats, 
cereals of all kinds and their derivatives, and butter. The declared 
policy of Belgium was to endeavour to obtain her requirements 
from countries importing from Belgium, and this would probably 
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not have affected trade with Australia but for special resentment 
felt in Belgium with respect to Australia’s treatment of imports 
of sheet glass (of which Belgium was the chief supplier). Not only 
had the tariff been raised for the protection of the local glass 
industry, but plain clear sheet glass became subject to an import 
prohibition under which its importation was prohibited except 
with the consent of the Minister for Trade and Customs. 2 (The 
prohibition in effect imposed a quota system.) The intention had 
also been expressed by the Belgian Government of imposing a 
retaliatory tariff on Australian meat. The threats of action by the 
Belgian Government had caused alarm on the part of Australian 
exporting interests, particularly to exporters of barley and meat. 

The duties and prohibition on sheet glass had been considered 
by the Australian Tariff Board in the light of the establishment 
ot and protection required by the new local industry, and reports 
had been issued on 19th August, 1932, and 26th January, 1933 On 
the receipt of the first report, which indicated that in the opinion 
of the Board the local manufacturer was not in a position to pro¬ 
duce commercially, and that the rates of duty were so high as to 
constitute an unjustifiable added cost to the community, the Com- 
monwealth Government had reduced the duties to the 1921-30 
tariff level On reconsideration of the glass position by the Board 
in September, 1932, the position had improved somewhat but 

tbe Board ™ sti11 of option that the industry was not ’fully 
efficient. The Government decided, after receipt of the Board’s 
report of 26th January, 1933, to retain the existing duties and to 
provide for deferred duties, to refer the matter back to the Board 
to retain the prohibition and to permit the importation of anv 

1 ^ *1 1 * I ^ « a normal practice not 

to impose deferred duties until the Tariff Board had certified that 

basis) 03 mduStry WaS established on an economic and efficient 


In August, 1933, the Belgian Consul-General in Australia ad¬ 
vised the Commonwealth Government that he would endeavour 
to have retaliatory action taken by his country against Australia 
on account of the embargo on the importation of sheet glass In 
November the Australian High Commissioner in London visited 
Belgmm to discuss mutual trading arrangements, and as a result 
of Ins visit an Exchange of Notes took place in London on 14th 
ecember, 1933, between the Commonwealth and Belgian Gov¬ 
ernments, constituting an agreement regarding commercial reh" 
tions between the two countries. 3 8 1 ela " 

The agreement was the first formal bilateral trade arrangement 
entered into by the Commonwealth with a foreign country It 
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was provisional in character, and in its terms the Commonwealth 
Government took note that one of the principles which would 
henceforth determine the commercial policy of the Belgo-Luxem- 
bourg Economic Union would be the restoration by every possible 
means of the balance of trade with countries which had adversely 
affected exports from the Union by tariff measures or other restric¬ 
tions. The Commonwealth Government recognised that it was 
in the interests of both parties to increase Australian purchases 
in Belgium, and undertook: 

(a) To give favourable consideration to the proposals which 
the Belgian Government would present in respect of the 
importation into Australia of Belgian goods; 

(b) To conclude as rapidly as possible a commercial agreement 
determining the whole of the economic relations between 
the two parties. 

Pending the determination of the policy to be applied in future 
in Australia to the importation of Belgian sheet glass, the Com¬ 
monwealth Government noted the decision of the Belgian Gov¬ 
ernment to limit the granting of licences for the importation of 
Australian frozen meat into Belgium to a value equivalent to 
the total value of Belgian sheet glass authorised for importation 
into Australia. Pending the conclusion of the commercial agree¬ 
ment referred to above, neither party would impose any new dis¬ 
criminatory measure whatever upon the importation of any com¬ 
modity of the other. In the event of the contemplated agreement 
not being concluded within a period of six months of the exchange 
of notes, either Government could give one month’s notice of its 
intention to resume its liberty of action. 

Immediately after the signature of the provisional arrangement, 
preliminary negotiations began for the conclusion of a more com¬ 
prehensive agreement between the two countries. It was not found 
possible to conclude a further agreement within the six months’ 
period provided in the provisional agreement, since consultations 
were necessary with the United Kingdom Government on the 
question of sheet glass and other matters, and the provisional 
agreement continued to operate after that period. The Belgian 
Government pressed for the conclusion of a new agreement, finally 
indicating to the Commonwealth Government that it would en¬ 
force a prohibition on the importation of Australian cereals, in¬ 
cluding barley, as from 20th October, 1934. 

On 19th November, 1934, a further Exchange of Notes took place 
in Canberra between the Commonwealth and Belgian Govern- 
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ments. 4 Under this exchange, the Commonwealth Government 
agreed: 

(a) To permit the importation into Australia of 2,152,500 
square feet of Belgian plain clear sheet glass dining any 
year in which the estimated consumption of such glass in 
Australia did not exceed 7,500,000 square feet; 


(b) 


(c) 


To permit the importation into Australia of an additional 
quantity of Belgian plain clear sheet glass if the consump¬ 
tion in Australia of plain clear sheet glass in that year ex¬ 
ceeded 7,500,000 square feet, the additional quantity of such 
glass permitted to be imported to be equal to 35-8725% of 
the difference between 7,500,000 square feet and the actual 
consumption during that year; 

To permit the importation into Australia of a further addi¬ 
tional quantity of Belgian plain clear sheet glass in any 
year should this be necessary owing to the temporary 
inability of Australian glassmakers to supply their full 
quota, the additional quantity permitted to be imported 

to be equal to 71-745% of the total additional quantity 
authorised to be imported; 


(d) That the Belgian plain clear sheet glass permitted to be 
imported into Australia under the foregoing arrangements 
should be subject to a tariff duty of 4/- per 100 square 
feet, plus primage duty not exceeding 10% ad valorem, 
except that if the duties were reduced or removed in favour 

of any other foreign country the same reduction should 
apply to Belgian plain clear sheet glass. 


The foregoing arrangement in respect of the importation of 

Belgian glass into Australia was subject to the following mutual 
understandings: 

(a) In the event of cessation of production of plain clear sheet 
glass in Australia, the Commonwealth Government had the 
right to abolish such restrictions on the importation of plain 
clear sheet glass as might be imposed for the purpose of 
administering the arrangement, provided Belgian sheet 
glass was admitted into Australia at the rates of duty 
agreed upon, or other more favourable rates which might 
be granted to any other foreign country. (The term “foreign 
country in relation to Australia was to mean any country 
not part of the British Commonwealth.) 

(b) The Commonwealth Government agreed to pursue negoti- 
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ations for the conclusion of a more comprehensive agree¬ 
ment with the shortest possible delay. 

(c) The Belgian Government agreed to waive all restrictions 
upon the importation into Belgium of Australian meat pre¬ 
served by cold process, and not to enforce the embargo or 
prohibition on the importation into Belgium of Australian 
barley or other cereals which was to have been proclaimed 
on 20th October, 1934. 

(d) Most-favoured-foreign-nation treatment was to be mutu¬ 
ally accorded in the operation of any system of controlling 
imports by either party. 

The agreement was concluded for a period of twelve months as 
from 1st November, 1934, and would remain in force until 31st 
October, 1935, and thereafter until the expiration of two months 
from the date on which notice of intention to terminate the agree¬ 
ment was given by either party. 

Notice of its intention to terminate the agreement was given 
by the Belgian Government on 14th September, 1935, through its 
Consul-General in Australia, that Government being dissatisfied 
with the allocation to Belgium of types of sheet glass under the 
quota system operated by the Commonwealth Government. A 
scale of allocation in weight and grades of glass which was satis¬ 
factory to the Belgian Government was arrived at, and notes 
recording the agreement of the two Governments in the matter 
were exchanged on 23rd October, 1935. 5 The Belgian Government 
withdrew the notice given to the Commonwealth Government. 

A further notice was given on 1st June, 1936, but this was sub¬ 
sequently withdrawn to give an extension of time for negotiations 
for the agreement ultimately signed at Canberra on 3rd October, 
1936. 

2. The Intermediate Tariff and Primage Duties 

The Customs Tariff 1921° introduced a new feature into Aus¬ 
tralian tariff legislation in the form of an intermediate tariff. Sec¬ 
tion 9 of the Tariff Act laid down that the provisions of the British 
preferential tariff might be applied wholly or in part to any part 
of the British Dominions, and that the provisions of the inter¬ 
mediate tariff might be applied wholly or in part to any part of 
the British Dominions or to any foreign country. 

It was provided that the British preferential tariff or the inter¬ 
mediate tariff should be applied by means of a proclamation to 
specified goods, the produce or manufacture of any specified part 
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of the British Dominions or foreign country. However, the pro¬ 
clamation was not to be issued until the Minister for Trade and 
Customs had referred to the Tariff Board for report the question 
whether it was desirable in the interests of the Commonwealth 
that the British preferential tariff or the intermediate tariff should 
so apply. It was further provided that each House of the Common¬ 
wealth Parliament should agree by resolution that such application 
was desirable in the interests of the Commonwealth. Variation or 
revocation of the proclamation was also made dependent on a 

report by the Tariff Board and agreement of both Houses of Par¬ 
liament by resolution. 

At the time of the introduction of the Customs Tariff Proposal 
into Parliament on 24th March, 1920, it was explained that, should 
one of the self-governing Dominions desire to enter into reciprocal 
trade relations with Australia, the Minister might bargain with 
that Dominion on the basis of the British preferential tariff, the 
intermediate tariff and the general tariff, the results of any agree¬ 
ment arrived at being subject to the approval of both Plouses of 
I arliament. Similarly, negotiations could be carried out on a re¬ 
ciprocal basis with foreign countries, but only on the basis of the 
intermediate tariff and the general tariff. The tariff became opera¬ 
tive as from 25th March, 1920. r 

Apart from the giant to Canada of intermediate tariff rates on 
a very limited number of items, and the proclamation of those 
goods, 0 the intermediate tariff of 1921 was never used for negotia¬ 
tion purposes. There were some grounds for believing that it 
was anticipated that Australia would have been able to get some 
exclusive tariff benefits from other countries through offers of 
intermediate rates, but the general application in other countries 
of the unconditional most-favoured-nation principle made it prac¬ 
tically impossible for Australia to get such benefits. In any case, 
no negotiations were ever carried out with foreign countries on 
the basis of intermediate tariff rates up to the time of their dele¬ 
tion from the tariff in 1932. The intermediate column in the tariff 
was then deleted as a result of a decision of the Commonwealth 
Government to adopt the practice of bringing down Bills covering 

any trade agreements which might in future be negotiated with 
foreign countries. 

On 28th November, 1935, an intermediate column was a<*ain 
introduced into the tariff, its declared purpose being to provide a 
convenient avenue for expressing the level of duties which the 
t-nmmonwealth Government proposed should form the basis for 

ade treaties.' It was emphasised that the rates proposed under 

G 


0 See p. 46 above. 
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the protective items of the intermediate tariff expressed, in every 
case, a protective level for Australian industry, as well as preserv¬ 
ing the margins of preference required under the Ottawa Agree¬ 
ment. The intermediate rates struck were in many cases the same 
as the general rates. Negotiations on items in which such rates 
occurred would be based on an offer to maintain the intermediate 
rate as a maximum rate in respect of the country concerned. 

Under the Customs Tariff it was provided in Section 9A 8 that 
the Governor-General may from time to time by proclamation 
declare that the intermediate tariff shall apply from a date and 
time specified to goods specified in the proclamation which are 
the produce or manufacture of the British or foreign country speci¬ 
fied in the proclamation. This intermediate tariff was first brought 
into operation as from 1st January, 1937, by Customs Proclama¬ 
tions 9 which granted intermediate rates of duty to specified 
goods the produce of “proclaimed countries”, and the list of such 
countries and goods has been expanded from time to time. The 
countries proclaimed include the United Kingdom, the Dominions 
and non-self-governing colonies in respect of goods which do not 
comply with the conditions prescribed for the application of a 
lower tariff. The list also includes all foreign countries to which 
the Commonwealth is bound to extend most-favoured-foreign- 
nation treatment as a result of contractual obligations, all coun¬ 
tries from which the Commonwealth is entitled to most-favoured¬ 
nation treatment of its goods under agreements between those 
countries and the United Kingdom, and certain other countries 
with which trading relations with the Commonwealth were con¬ 
sidered satisfactory at the time the intermediate tariff was applied 
in respect of their goods. The list now covers all countries of 
major importance so far as Australia’s overseas trade is concerned, 
with the exception of Japan and the Bahrein Islands, imports from 
the latter area consisting almost solely of petroleum products. 
Apart from these two countries, trade with countries not receiving 
the benefits of the intermediate tariff amounts only to a fraction 
of 1% of Australia’s total trade. 

As from 10th July, 1930, primage duties have been levied on 
goods entering Australia, whether such goods are dutiable or 
not under the Customs Tariff. 10 Customs Proclamations which 
came into force on 1st January, 1937, and on later occasions have 
provided in respect of specified tariff items exemptions from and 
reduced rates of primage duty on imports the produce or manu¬ 
facture of “proclaimed countries”. 11 All countries goods from which 
are admissible into Australia under the intermediate column of 
the Customs Tariff rank as proclaimed countries. 
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3. Negotiations of 193o with European Countries 

In February, 1935, an Australian delegation proceeded to the 
United Kingdom and Europe for the purpose of negotiating with 
the Governments of several European countries for the conclusion 
of trade agreements with Australia. These negotiations were the 
outcome of approaches made by a number of consular represen¬ 
tatives of European countries since early in 1932, at which time 
it had been explained that it would not be practicable for the 
Commonwealth Government to discuss trade agreements with 
foreign Governments until after the Ottawa Conference. The pro¬ 
mise was made, however, that negotiations would be opened with 

foreign countries as soon as possible after the conclusion of the 
Ottawa Conference. 

It was not until after the general elections in 1934 that the 
Commonwealth Government had found it possible to proceed 
beyond the preliminary stages of negotiation with foreign coun¬ 
tries, owing to pressure of work, legislative and administrative 
arising out of the commitments entered into at the Ottawa Con¬ 
ference. Meanwhile the conditions created by the establishment of 
exchange control in Germany and other countries had led to a 
system of clearing agreements almost throughout Europe the 
general effect of which was to limit trade exchanges between Euro¬ 
pean countries parties to such agreements and extra-European 

rnuntripc 


In October, 1934, following the general elections of that year 

3 ' f u. St w.. m . ? ha ‘, g< ; °! trade treat y negotiations was appointed! 
and this Minister led the Australian delegation to Europe in 1935 

The general objective of the delegation was to afford opportuni- 
hes to European countries to increase their purchases of Aus¬ 
tralian primary products, particularly wool, as a result of conces¬ 
sions which the Commonwealth Government was prepared to 
make and which should enable those countries to increase their 
exports to Australia. The countries with which negotiations were 
carried out were Belgium, Czechoslovakia, France Germanv 

a [’ Poland and Switzerland. An investigation of ’the import 
statistics of those and other European countries had shown that 
as a result of the intensive policy of local economic nationalism 
and the system of clearing arrangements resulting from this policy 
Australian goods had where possible been excluded, in the absence 
of trade agreements under which Australia would to some degree 
have had rights to preferential treatment for her exports^ In 
making treaties to offset the effects of policies of economKatfon 
alism, European countries had given such import concessions as 
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they were disposed to make to countries which would make 
tieaties with them and give reciprocal concessions in return. 

The delegation found that the attitude towards Australia in 
the countries mentioned above was definitely prejudicial to Aus- 
tialian export interests, this attitude being attributable to several 
steps taken by Australia in the past few years which had had a 
directly harmful effect on the trade of countries which had hitherto 
been good customers of Australia. The steps to which exception 
had been taken were the successive increases from 1929 to 1931 
of the customs duties, the increased duties under the general 
tariff arising out of the higher margins of preference to the United 
Kingdom under the Ottawa Agreement of 1932, the strongly 
preferential remissions of primage since that date and the ex¬ 
change adjustment concessions accorded to goods of British origin 
since 1933. In all countries in 1935 foreign credits were difficult 
to establish and very limited in amount, and it was discovered 
by the delegation that credits in favour of Australia were every¬ 
where cut to the bone. 

As has been mentioned previously, an intermediate column had 
been introduced into the Australian tariff in 1935 to form a basis 
of concessions to overseas countries for the purpose of negotia¬ 
tions for trade agreements. The Commonwealth Government was 
prepared to grant, in respect of specified goods from the countries 
with which negotiations were initiated, tariff rates recommended 
by the Tariff Board based on the protective effects of London- 
Australia exchange, and rectifying those effects. 0 This tariff assess¬ 
ment was known as the Tariff Board “A” level, since it appeared 
under this designation in the Board’s recommendations. The level 
had already been accorded to United Kingdom goods, and half 
the reduction had been accorded to goods from foreign countries. 
The Government was also prepared to grant reductions of duty 
where the preferential margins in favour of the United Kingdom 
were in excess of commitments to that country. (These margins 
had been reserved as possible concessions for use in negotiations 
with foreign countries.) Other tariff concessions could be negoti¬ 
ated with the consent of the United Kingdom Government, insofar 
as there were commitments on margins of preference under the 
Ottawa Agreement, and reductions in specific duties and primage 
could also be conceded. 

None of the negotiations carried on abroad in 1935 was com¬ 
pleted before the delegation returned to Australia towards the end 
of that year. Negotiations with several countries were resumed 
in 1936 through their consular representatives in Australia, and 

° See pp. 71-2. 
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ultimately trade agreements were concluded with Belgium, 
Czechoslovakia, France and Switzerland. 12 

On 22nd May, 1936, the trade diversion policy was launched 
under which the Commonwealth Government took measures to 
divert the trade in certain commodities from America to other 
sources, with a view to expanding secondary industry in Australia 
and stimulating trade with countries which were good customers 
of Australia. 13 A licensing system over a limited range of imports 
was adopted, and higher duties were imposed where that course 
appeared desirable. All goods of British Empire origin were ex¬ 
cluded from the operation of the licensing system, except that 

it applied to motor chassis from countries in the British Empire 
other than the United Kingdom. 

At the time the measures were introduced, it was announced 
that licences would be freely granted on application for imports 
from all countries with which Australia had a favourable balance 
of trade, and also for imports from other countries where the 
Government was satisfied with the position, although the balance 
nrnght be adverse to the Commonwealth. 11 The system introduced 
therefore had no adverse effect on Australia’s trade with the Euro¬ 
pean countries with which negotiations were in progress. Aus¬ 
tralia had favourable trade balances with all these countries witli 
the exception of Switzerland, the trading position of which was 
considered to be satisfactory. To some degree all the countries 

benefited from the Commonwealth Government’s policy towards 
the United States and Canada. 


The trade diversion policy also affected Australian-Japanese 

relations, but was actuated by different motives so far as Japan 

was concerned, i.e., the safeguarding of the position of the United 

Kingdom and other countries in the field of imports into Australia 

of textiles Foreign exporters of textiles to Australia received some 

benefits from measures taken against Japan by the Australian 
Government. 


1 . 
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3. 
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C’wealth Hansard, 9th July, 1930, p. 3804. 

I C jTT n i S M Pr ^ hi ^l t no, Imp0rts) Re g ulations > 2nd Schedule. 
u.K. i .b. No. 5 of 1934. 

U.K.T.S. No. 3 of 1935. 

Terms of agreement not published, but see reference to Article IV of 
agreement of 3rd October, 1936, at p 89 
Act No. 25 of 1921. 

C wealth Hansard, 28th November, 1935, p. 2132. 

Act No. 14 of 1936. F 
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9. C’wealth Gazette of 30th December, 1936. 

10. C’wealth Hansard, 9th July, 1930, p. 3906. 

11. C’wealth Gazette of 30th December, 1936. 

12. For negotiations of 1935, see C’wealth Hansard, 29th October, 1936, 
pp. 1412-16. 

13. C wealth Hansard, 22nd May, 1936, pp. 2211 et seq. 

14. C’wealth Hansard, 22nd May, 1936, p. 2213. 



CHAPTER VI 


Relations with Individual Countries—Trade 

Agreements of 1935 -1941 


1. Treaty of Commerce of 1936 with Czechoslovakia 


The first of the agreements concluded in 1936 as a result of the 
visit to Europe in 1935 of the Australian delegation, and subse¬ 
quent negotiations, was the Treaty of Commerce between Aus¬ 
tralia and Czechoslovakia, signed at Canberra on behalf of 
Australia and at Prague on behalf of Czechoslovakia on 3rd 
August, 1936, and 19th August, 1936, respectively. 1 It was in form 

3 a tre f y o between He ads of States, and was subject to ratification. 
Article 8 provided that it should come into force fourteen days 

alter the exchange of instruments of ratification, or after the 
approval of the Commonwealth Parliament but before the ex¬ 
change of instruments of ratification. The treaty was binding for 
one year after the date of its coming into force, and was there¬ 
after terminable on three months’ notice being given by either 
party It came into force on 1st January, 1937, the date agreed on 
by the two Governments, and ratifications were formally ex¬ 
changed at Canberra on 11th November, 1937. It is still in force. 

The treaty, in the terms of its preamble, was entered into for 
the purpose of “improving and extending the commercial rela- 
tlC) ns between the two countries. It provided for: 

(1) Most-favoured-foreign-nation treatment on the basis of 
reciprocity, so far as concerned duties or charges (Article 


(2) The grant by Australia of an intermediate tariff rate on 

(Artfcle 2a))! emS and SUb ' it6mS ^ 1116 AuStralian tarifi 

(3) Consolidation at 15* ad valorem of existing Australian 
duties; in respect of certain types of iron and steel, and other 
manufactures of metal (Article 2(2)); 

( 4 ) Reductions in primage duties in respect of a number of 
tariff items m which Czechoslovakia was interested (Article 
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(5) Reciprocal undertakings that prohibitions and restrictions 
shall not be discriminatory, and that equitable treatment 
shall be accorded to goods of the other party should quanti¬ 
tative regulation of imports be maintained or adopted 
(Articles 4 and 5); 

(6) Undertakings by Czechoslovakia to grant duty free admis¬ 
sion to wool, sheepskins, rabbit and hare skins and pearl- 
shell, to consolidate the existing duties on lead and opals, 
and to grant a reduction of duty on apples, imported from 
1st April to 30th June, amounting to the general rate less 
65% (Article 2(4 and 5) and Schedule B). 

Article 6 reserves the right of both parties to impose or maintain 
the usual prohibitions and restrictions on safety, moral and other 
grounds, and reservations are also made with regard to frontier 
traffic, preferences to members of the British Commonwealth, and 
the possibility of either country becoming a party to a Customs 
Union (Article 7). Under an exchange of notes signed on the same 
dates as the treaty, the Commonwealth Government gave an 
undertaking to refer certain tariff items to the Tariff Board, and 
to reconsider other items, with a view to possible reductions in 
duty. 

The treaty was approved by the Commonwealth Parliament 
with the passing of the Trade Agreement (Czechoslovakia) Act 
1936, introduced into Parliament on 29th October, 1936, which 
was assented to on 23rd November, 1936. 

On 13th April, 1938, an Exchange of Notes constituting an agree¬ 
ment supplementary to the treaty of 1936 took place in Sydney. 2 
The notes amended Article 6, under which the right to impose 
prohibitions and restrictions on certain grounds was reserved. It 
was proposed by the Czechoslovak Government, and agreed to 
by the Commonwealth Government, that the scope of Article 6 
should be extended to include prohibitions and restrictions apply¬ 
ing to arms, ammunition and implements of war and, in exceptional 
circumstances, all other war supplies. 

The Sudeten areas of Czechoslovakia were occupied by Ger¬ 
many in the period Ist-lOth October, 1938. On 2nd October of 
that year Teschen was occupied by Poland. On 14th March, 1939, 
Czechoslovakia was invaded by German, Roumanian and Hun¬ 
garian troops, and the independence of Slovakia was proclaimed. 

On 16th March, 1939, the German Government proclaimed 
Bohemia and Moravia a protectorate. Slovakia was taken over as a 
protectorate by Germany, and the Carpatho-Ukraine was annexed 
by Hungary. Hitlers proclamation of 16th March, 1939, provided 
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that the Protectorate (Bohemia and Moravia) belonged to the 
customs territory of the Reich and was subject to the Reich customs 
authority. The Czechoslovakian currency was to be supervised 
by the German authorities, and the foreign affairs of the Protec¬ 
torate were to be conducted from Berlin. 3 A Slovakian decree of 
14th March, 1939, provided that Czechoslovakian commercial 
agreements with foreign countries should remain in force in cases 
in which foreign States considered themselves bound by them. 

According to Australian statistics, imports into Australia from 
Czechoslovakia had averaged in value over £ A700,000 per annum 
over the three years before the occupation, and in the last two 
years before the occupation the average value of exports to 
Czechoslovakia from Australia had amounted to £A1,250.000. 
Australian statistics also indicated that over 95% of exports by 
value to Czechoslovakia consisted of wool. Czechoslovakian stat¬ 
istics had always indicated imports from Australia far in excess of 

Australian export figures, owing to indirect imports of Australian 
products. 

The position arising from the occupation was at once examined 
by the Commonwealth Government in the light of commitments 
under the Treaty of Commerce of 1936 with Czechoslovakia, and 
rights to most-favoured-nation treatment under the Anglo-Czecho- 
slovakian Commercial Treaty of 1923 which, although Australia 
was not a party to the treaty, provided for the accord to any of 
the Dominions of most-favoured-nation treatment if such treat¬ 
ment was actually accorded by such Dominion. Following the 
United Kingdom, the Commonwealth Government withheld 
de jui-e recognition of the occupation. Australian intermediate 
tariff rates continued to operate on all items of the Customs Tariff 
under which guarantees were given to Czechoslovakia under the 
treaty of 1936, including those items not guaranteed under trade 
agieements with any other foreign country. 

It became quite evident later in the year that the same exchange 
control and import restrictions applicable to imports into Germany 
were being applied in the former territories of Czechoslovakia. 

1 he trading statistics as they became available also plainly dis¬ 
closed that the developments in Czechoslovakia had resulted in 
a serious diminution in exports of Australian products to that 
country, particularly exports of wool. It seemed probable that 

e German policy, aimed at obtaining generally an even trad¬ 
ing balance, operated in the period before the outbreak of hostili- 
ties wth the United Kingdom to effect this diminution. 

the name of Czechoslovakia was not deleted from the list of 
countries entitled to most-favoured-nation treatment, owing to the 
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fact that a provisional Czechoslovak Government had been set 
up in France after the outbreak of war. (This Government was 
recognised by the United Kingdom Government on 29th July, 
1941, after its establishment in London.) However, by Customs 
Proclamation No. 481 of 23rd April, 1940, 4 intermediate tariff rates 
operating solely as a result of the Treaty of Commerce of 1936 
were deleted from the list of proclaimed rates under the inter¬ 
mediate tariff, other intermediate tariff rates in respect of which 
the Commonwealth had also contracted with countries other than 
Czechoslovakia being allowed to stand. Czechoslovakia (Bohemia, 
Moravia and Slovakia) was declared enemy territory for the pur¬ 
poses of the Trading with the Enemy Act on 24th July, 1940. 5 
The treaty of 1936 was not abrogated during the war, but was of 
course inoperative during that period. 

On 16th May, 1945, the declaration of Czechoslovakia as a coun¬ 
try to which the Trading with the Enemy Act applied was re¬ 
voked. 0 By Customs Proclamation No. 651 of 1st May, 1946, 7 the 
intermediate tariff rates operating solely as a result of the Treaty 
of Commerce of 1936 were restored to the list of proclaimed 
rates under the intermediate tariff. 

In the course of the tariff negotiations connected with the Gen¬ 
eral Agreement on Tariffs and Trade held at Geneva in 1947, an 
exchange of letters took place on 30th October, 1947, between 
the Australian and Czechoslovak delegations constituting an 
agreement to the effect that, from the time the General Agree¬ 
ment was put into force by both countries, Article 2(2) of the 
treaty of 1936 (binding Australian duties on certain types of 
iron and steel and certain metal manufactures) should cease to 
apply. It was felt that owing to projected developments in Aus¬ 
tralia this concession should not be continued. The relinquishment 
of the concession by the Czechoslovak Government formed part 
of the general tariff negotiations carried out at the Geneva Con¬ 
ference. 8 

On 7th April, 1948, an Exchange of Notes 9 took place at Can¬ 
berra under which agreement was recorded to the revaluation of 
certain Czechoslovakian duties expressed in Part II of Schedule B 
of the Treaty of Commerce of 1936, owing to alterations since 
1936 in the rate of exchange of the Czechoslovakian currency in its 
relation to other currencies. The revaluation related to imports 
of lead, lead alloys and opals into Czechoslovakia, covered by 
Article 2(5) of the treaty. A drafting error in the treaty of 1936 
relating to the period within which Australian apples were to be 
picked before importation was also corrected in this exchange of 
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notes, which was to be read as an integral part of the treaty. Tho 
agreement came into force on 6th September, 1948. 

2. Trade Agreement of 1936 with Belgium 

On 3rd October, 1936, a Provisional Commercial Agreement 
between the Belgo-Luxembourg Economic Union and Australia 
was signed at Canberra. 10 It was in form an agreement between 
Governments and was subject to ratification. Article IX provided 
that it should come into force fourteen days after the exchange of 
instruments of ratification, or on such earlier date as might be 
agieed upon. It was subject to termination on six months’ notice. 

The agreement came into force on 1st January, 1937, the date 

agreed upon by the two Governments, but it has never been 

ratified. It superseded the exchanges of notes of 19th November, 

1934, and 23rd October, 1935, between Australia and Belgium.’ 
It provided for: 

(1) Most-favoured-foreign-nation treatment on the basis of re¬ 
ciprocity, so far as concerned duties or charges (Article I). 

(2) The grant by Australia of an intermediate tariff rate in 
respect of fifty-three tariff items; an undertaking not to 
increase the duty on seven non-protective items; primage 
concessions on some fifty-five items; and remission of the 
revenue duty on outside packages operating on goods cov¬ 
ered by nine items (Article II). 

(3) Permission for the importation into Australia of 2,152,500 
square feet of Belgian plain clear sheet glass, during any 
year in which the consumption of such glass in Australia 
was estimated not to exceed 7,500,000 square feet. A supple¬ 
mentary quota was to be granted if the Australian consump¬ 
tion during any year was in excess of 7,500,000 square feet 
(Article IV). (Article IV reproduced all the provisions 
regarding plain clear sheet glass contained in the exchange 
of notes of 19th November, 1934, and also set out the 
arrangements arrived at in the exchange of notes of 23rd 
October, 1935, under which scales of allocation of weight 
and grades of Belgian glass under the quota system for 
the importation of plain clear sheet glass into Australia had 
been agreed between the two Governments.) 0 

(4) Consolidation of the existing duty-free entry into Belgium 
ot Australian wool, sheepskins, hides and tallow, consoli¬ 
dation of the Belgian duties on fresh apples and pears, and 

° See pp. 77-8 above. 
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an undertaking by the Belgian Government that Australian 
barley, wheat and frozen beef would not be prohibited 
(Articles III and V). 

(5) A provision that, should either party to the agreement adopt 
any measures in respect of any goods specifically mentioned 
in the agreement which, in the opinion of the other party, 
would have the effect of nullifying or impairing the advant¬ 
ages conceded by the agreement, the other party should 
be at liberty to take any action which it considered proper 
to re-establish the equilibrium of the agreement (Article 

VI). 

Article VII of the agreement reserved the right of both parties 
to impose or maintain certain prohibitions and restrictions on 
safety, moral and other grounds, and reservations were also made 
under Article VIII with regard to border traffic, preference to 
members of the British Commonwealth, and Customs Unions to 
which either country might become a party. 

At the time of signature of the agreement letters were exchanged 
under which the Commonwealth Government undertook to refer 
a limited number of tariff items to the Tariff Board for enquiry and 
report, and also undertook to reclassify, for purposes of the 
tariff, certain types of sheet glass not manufactured in Australia, 
with a view to their not being included in the Australian quota 
for sheet glass. 

The agreement was approved by the Commonwealth Parlia¬ 
ment with the passing of the Trade Agreement (Belgium) Act 
1936, 11 introduced into Parliament on 29th October, 1936, which 
was assented to on 23rd November, 1936. There was no provision 
in the agreement specifically requiring the approval by the Com¬ 
monwealth Parliament of its terms. 

The operation of the agreement was kept under review until 
after the outbreak of war in Europe in 1939. Australia’s trade 
with Belgium was considerably affected by the institution of 
import licensing in Australia in December, 1939. However, 
imports from Belgium into Australia for 1939-40 actually increased 
in value, presumably at the expense of Germany and other coun¬ 
tries then at war. 

The European territories of Belgium and Luxembourg were 
occupied by Germany between 10th and 28th May, 1940. On 24th 
July, 1940, Belgium and Luxembourg were declared enemy terri¬ 
tory. 12 During the period of occupation, the operation of the com¬ 
mercial agreement of 1936 was of course suspended, but no steps 
were taken which would impair its full operation as soon as 
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normal conditions were reverted to. The declaration of Belgium 
and Luxembourg as enemy territory was revoked on 7th March 

1945. 13 

3. Trade Agreement of 1936 with France 

France’s demand for wool before the outbreak of war in 1939 
had been exceeded only by that of the United Kingdom and 
tire United States, and for a long period she had been one of the 
largest consumers of Australian wool and the greatest buyer of 
sheepskins. The import figures for both countries in the period 
1935-36 indicated the trading position as being over ten to one 
in favour of Australia. 

From 1926-27 there had been a progressive decline in the value 
of Australia’s imports from France until 1935-36. In 1926-27 
imports from France had amounted in value to £A4,700,000. In 
1935-36 values amounted to £A990,000. This decline had per¬ 
sisted in spite of the increase in Australia’s total imports due to 
her economic recovery over the past few years. French monetary 
policy up to 1936, which had made French goods relatively dear 
on the Australian market, had been considered by the Common¬ 
wealth Government to have been mainly responsible for the 
decline in French imports into Australia. 

Devaluation of the Fiench franc in 1936 was accompanied by 
a general reduction in duties and the abolition of certain import 
quotas, although the products affected were not of much interest 
to Australia. The maximum French duties on Australian products 
(applicable owing to the fact that Australia had no trade treaty 
relations with France, and therefore no right to most-favoured¬ 
nation treatment), the exchange surtax of 15%, the high import 
tax (somewhat similar to the Australian primage duty) and the 
exclusion of Australia from quotas on many classes of goods 

imported into France amounted, in effect, to virtual prohibition 
on all but a few Australian products. 

Dissatisfaction with the existing position so far as concerned 
France’s adverse trading balance with Australia had been ex¬ 
pressed for some time by French trading interests, and it seemed 
obvious that, in the interests generally of good relations, some 
endeavour should be made to remove causes of friction between 
the two countries, and to place their mutual trading relations on 
a more satisfactory basis. The Australian trade delegation of 1935 
had had ample evidence of the French Government’s attitude 
in the course of its preliminary negotiations in France. 14 

The trade agreement arrived at between the Commonwealth 
and French Governments is contained in an Exchange of Notes 
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which were signed at Sydney and Canberra on 27th November, 
1936. 1,1 They were made subject to ratification, but have never 
been ratified. The agreement contained in the notes was made 
terminable after one year on two months’ notice being given by 
either party. They came into force on 1st January, 1937, the date 
agreed upon by the two Governments. 

Under the agreement the Commonwealth Government under¬ 
took to accord concessions to France as follows: 

(1) A general pledge to accord to France most-favoured- 
foreign-nation treatment with respect to customs duties 
and the issue of import licences for products at the time 
subject to such licences; 

(2) The grant of the Australian intermediate tariff rates on 
ninety-six tariff items; 

(3) A reduction of primage duties on seventy-two tariff items. 

(4) A consolidation for the minimum period of the agreement, 
i.e., one year, of the duties on high-power insulators for 
use in the manufacture of electric switch-gear and trans¬ 
formers. 

(5) An undertaking to refer sixteen tariff items to the Tariff 
Board for public enquiry and report. 

(6) An undertaking by the Commonwealth Government to use 
its best endeavours with the Australian viticultural indus¬ 
try to ensure the marketing of Australian wines in a manner 
which would proclaim their Australian origin. 

In commercial negotiations with other countries it had been 
customary for the French Government to require from the other 
party an undertaking to prohibit the use of wine names bearing 
the name of a French district. The efforts of the French Govern¬ 
ment in this direction in its negotiations with many countries had 
been attended with success, the most notable exceptions being the 
agreements with the United Kingdom and the United States of 
America. The Minister directing negotiations for trade treaties 
indicated in the course of his speech in the House of Representa¬ 
tives on the Trade Agreement (France) Bill that he had had 
some difficulty in securing the withdrawal of the French Gov¬ 
ernment’s request that French wine names be prohibited in Aus¬ 
tralia, the French Government being inclined to make the 
conclusion of an agreement with Australia conditional on such 
action being taken by the Commonwealth Government. 16 

In return for the concessions granted by Australia, the French 
Government agreed to accord the following benefits to Australian 

exports: 
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(1) The grant of the French minimum tariff duties, i.e., the 

lowest rates of duty accorded to any other country, on 

twenty items covering Australia’s principal exports to 

France. Wool, hides and skins, wheat, barley, apples, meat, 

metals and a number of other products were included in 
the list; 

(2) The abolition of the special retaliatory duties of 200% of the 
French maximum tariff on butter and wheat; 

(3) The abolition of exchange surtax of 15% ad valorem on all 
Australian goods; 

(4) The reduction of the French import tax on Australian pro¬ 
ducts to a flat rate of 2%; 

(5) Quota allotments permitting an annual importation into 
France of about 88,000 bushels of Australian barley and 
about 64,500 bushel cases of Australian apples. 

Provision was also made for negotiations at the instance of 

either party should any measures be adopted by the other party 

which would have the efiect of nullifying or impairing benefits 

accorded under the agreement. If agreement should not be reached 

within thirty days of the initiation of such negotiations, then the 

Government initiating them could terminate the agreement at 
thirty days’ notice. 

The notes in their terms applied to Metropolitan France 
Monaco, Corsica and Algeria. A further agreement concerning 
commercial relations between Australia and the French colonies 
was contemplated, but this was never negotiated. A reservation 
was made under which members of the British Commonwealth 
were not to be regarded as foreign countries for the purposes of 
most-favoured-foreign-nation treatment. It is to be noted that 
general most-favoured-foreign-nation treatment with respect to 
goods was accorded by Australia only. 

It was provided that the agreement should be subject to 
approval by the Commonwealth and French Parliaments, and 
the Trade Agreement (France) Act 1936, introduced into the 
Commonweahh Parliament on 27th November, 1936, and assented 

ment December ’ 1936 > re g*stered the approval of the Parlia- 

The agreement of 1936 had apparently little effect in increasing 

Ins lfl S ' a’”™ 0 ” 1 ratfes irtid been granted at the 
ance of the French Government, trade with France failed to 
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increase, while in several cases, because of the general application 
of intermediate tariff rates and primage concessions to a number of 
countries, countries other than France derived considerable bene¬ 
fits from the concessions to that country, a factor which perhaps 
detracted from the value of the concessions to France in some 
cases. However, the agreement had opened up certain possibilities 
for French traders, and had relieved Australian exporters from 
onerous restrictions which could have materially affected the 
marketing of Australian primary products. Tension in economic 
relations between the two countries was generally relaxed, to the 
undoubted benefit of both. 

On 3rd September, 1939, France declared war on Germany. A 
French decree had been issued on 1st September, 1939, prohibit¬ 
ing the importation of all foreign goods into France except under 
licence. A later French decree of 9th September, 1939, provided 
that all foreign imports should have a certificate to show that the 
necessary foreign exchange had been authorised, or that no foreign 
exchange was needed. No import licences were issued by France 
in respect of a number of products, including Australian fruit 
provided for under the agreement of 1936. 

As from 1st December, 1939, import licensing was imposed in 
Australia on French goods in common with those from other non¬ 
sterling countries, with a view to the conservation of foreign 
exchange. Australia’s trade with France in 1940 was regulated 
largely by the provisions of the Economic and Financial Agreement 
of December, 1939, between the United Kingdom and France, 18 
under which the franc was, for all practical purposes, linked with 
sterling. As a result, it became unnecessary to restrict importations 
from France for exchange reasons, and that country was accord¬ 
ingly placed on the same basis for import licensing purposes as 
the sterling area. Negotiations took place early in 1940 with a view 
to the mutual relaxation of import restrictions imposed in Aus¬ 
tralia on French products and in France on Australian products, 
but no agreement was reached before hostilities between France 
and Germany ceased on 22nd June, 1940. Exemptions alreac y 
granted in respect of French goods were revoked as from 22nd 
July, 1940, and on 24th July France was declared to be enemy 
territory. 19 The operation of the trade agreement of 1936 was sus¬ 
pended as from the date of the breaking off of relations wit 
France, but no formal action was taken to abrogate the agreement 
or to withdraw the right of French goods to be admitted at inter¬ 
mediate tariff rates. With the progressive liberation of France in 
1944 and 1945 the agreement was nominally in full force again. 
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The declaration of France as a country to which the Trading with 
the Enemy Act applied was revoked on 7th March, 1945.'-'° 

As from 1st April, 1948, the Saar was assimilated to France for 
customs purposes, and all import and export duties as well as 
customs laws and regulations in effect in France were also effec¬ 
tive in the Saar. The French decree establishing the Customs 
Union provided that all treaties, conventions, agreements or 
arrangements of an economic or customs nature already concluded 
or to be concluded between France and foreign countries were 
to apply in full force to the Saar. 21 

The trade agreement of 1936 between Australia and France was 
applied as from 21st September, 1949, to the Saar territory, by an 
Exchange of Notes between Australia and France completed on 
that date, and most-favoured-foreign-nation treatment is accorded 
to goods from the Saar on their importation into Australia. 22 

4. Trade Agreement of 1938 with Switzerland 

Until 1919, Australia’s commercial relations with Switzerland 
had been governed by Articles 9 and 10 of the Anglo-Swiss Treaty 
of Friendship, Commerce and Reciprocal Establishment of 1855, 
In 1919, Australia withdrew from Articles 9 and 10 of the treaty 
of 1855 under the terms of an Additional Convention of 1914,^ 
such withdrawal amounting in effect to the abrogation of the 
most-favoured-nation principle so far as Switzerland and Australia 
were concerned. As has already been related, this step was taken 
in pursuance of a policy adopted by the Commonwealth Govern¬ 
ment in 1911 to secure full liberty of action in regard to tariff 
arrangements and shipping legislation. Similar action was taken 
with regard to several other countries with which Australia had 

commitments under commercial treaties entered into by the 
United Kingdom. 7 

Switzerland normally has an adverse balance in its total mer¬ 
chandise trade, the excess of imports over exports being usually 
offset by “invisible exports” (principally tourist trade and interest 
™ foreign investments). The contraction of international trade in 
1930 and 1931 had resulted in the institution in Switzerland from 
the beginning of 1932 of a quota system limiting imports of a 
number of commodities, the avowed object of the quotas being to 
protect national production against foreign competition, and to 
adjust the visible trade balance and to prevent its becoming 
increasingly unfavourable. Quotas were allotted to supplying 
counR.es on the basis of total imports from those countries over a 
specific period, but as the result of negotiations for an agreement 
a much larger quota might be granted to any country. Switzer- 
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land’s tariff is one of the lowest in the world, and is therefore not 
adequate in itself to serve as a protective medium. 24 

During the visit of the Australian delegation to Europe in 1935, 
conversations took place with representatives of the Swiss Govern¬ 
ment on the subject of the conclusion of a trade agreement between 
Australia and Switzerland. The concessions offered were on the 
lines of those offered to other European countries by the delega¬ 
tion, as outlined earlier in Chapter V. The delegation returned to 
Australia before the negotiations had advanced beyond the initial 
stages. 

As from 1st January, 1937, Switzerland was included in the list 
of countries goods from which are, on importation into Australia, 
accorded the intermediate tariff and concessional primage rates. 
There was of course no formal obligation on the part of either 
country to accord most-favoured-nation treatment to the other. 

Negotiations with the Swiss Government were not resumed until 
1938, when an Australian delegation proceeded to London for the 
purpose of a review of the Ottawa Agreement of 1932. A draft 
commercial agreement with Switzerland was initialled by the 
negotiators before the delegation returned to Australia. 

A Commercial Agreement between Australia and Switzerland 
was eventually signed at Canberra on 4th November, 1938, in 
respect of Australia, and at Berne on 22nd November, 1938, in 
respect of Switzerland. 25 It is in form an agreement between Gov¬ 
ernments. Ratifications were exchanged on 16th December, 1938, 
and the agreement came into force on 30th December, 1938, in 
accordance with the provisions of Article 12, i.e., fourteen days 
after the exchange took place. 

The agreement is of indefinite duration, and remains in force 
until six months after denunciation by either party. It provides for: 

(1) Most-favoured-foreign-nation treatment of goods on the 
basis of reciprocity, so far as concerns duties or charges 
(Article 1); 

(2) The grant of an intermediate tariff rate in respect of thir¬ 
teen tariff items, and the grant of primage duty reductions 

in respect of eight tariff items (Article 2); 

The principal commodities on which the concessions were 
granted were Swiss cheese, certain classes of textiles, and 
watches and chronometers. 

(3) The reduction and consolidation of Swiss duties on certain 
Australian products (Article 3); 

The reductions were on wool and sandalwood oil, and the 
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consolidations were on apples and pears, raisins and cur¬ 
rants, canned fruits, lead, eucalyptus oil and starch. 

(4) Minimum annual quotas of certain Australian products 
(apples and pears, timber and barley) (Article 4); 

(5) Mutual undertakings that quantitative restrictions on 
imports shall not be discriminatory, and that if imposed 
shall be on the basis of most-favoured-foreign-nation treat¬ 
ment (Articles 6 and 7); 

(6) Mutual right to withdraw or modify concessions if other 
countries obtain the major benefits (Article 8); 

(7) Liberty on the part of either party to take any action it 
thinks proper to re-establish the equilibrium of the agree¬ 
ment, should either party adopt any measures considered to 
nullify or impair the advantages of the agreement (Article 
9). 


In notes exchanged on the date of signature, which were to be 
regarded as integral parts of the agreement (Article 5), certain 
administrative arrangements for the purpose of implementing the 
agreement were made, and an undertaking was given to the Swiss 
Government to refer certain tariff items to the Australian Tariff 
Board with a view to determining a new intermediate tariff rate. 
Under Article 11 Switzerland was excluded from the benefit of any 
treatment, preference or privilege in force between countries part 
of the British Commonwealth. 


It was provided that the agreement should be subject to 
approval by the Commonwealth Parliament and by the competent 
Swiss authority, and the Trade Agreement (Switzerland) Act 1938, 
introduced into Parliament on 29th November, 1938, and assented 
to on 10th December, 1938, registered the approval of the Com¬ 
monwealth Parliament. 


So far as Australia was concerned, the commercial agreement of 
1938 with Switzerland was in force throughout the war years, and 
applied to such trade as was possible during that period. Com¬ 
mercial exports from Australia to Switzerland ceased with the 
entry of Italy into the war and the virtual isolation of Switzerland 
in June, 1940, and were not resumed until the cessation of hostili¬ 
ties in Europe in 1945. However, during the whole of the war 
period watches and watch movements in considerable quantities 
continued to arrive in Australia by various routes from Switzer- 
and, as well as quantities of piece goods and dyes. Switzerland 
had in April 1941 established a merchant navy based on the ports 
ot Genoa, Marseilles and Lisbon. r 



98 


Australia s Trade Relations 


The agreement had not been in force under normal conditions 
of trading for a period before the outbreak of war long enough to 
enable an assessment of its results to be made. Conditions have 
been far from normal since the end of the war, but the agreement 
has remained the one formal instrument regulating trade relations 
between Australia and Switzerland, since Switzerland has never 
become a contracting party to the General Agreement on Tariffs 
and Trade of 1947, being unable to accept certain restrictive 
clauses of that agreement. 

After the war the Swiss franc was a hard currency in relation 
to sterling, and Australian import licensing policy towards Swit¬ 
zerland was mainly, in the interests of the sterling area as a whole, 
directed towards the restriction of importations to those of an 
essential character unobtainable from sterling or easy currency 
sources of supply. On 1st November, 1950, Switzerland became 
an effective member of the European Payments Union, and as 
from 6th November that country was regarded as an easy currency 
source of supply for Australian import licensing purposes. 

5. Trade Agreements with South Africa, Brazil, Newfoundland, 
Greece and Southern Rhodesia 

In addition to the hade agreements negotiated with European 
countries which have already been noticed, the Commonwealth 
Government in the period from 1935 to 1941 concluded agreements 
with South Africa (1935), Brazil (1939), Newfoundland (1939), 
Greece (1940) and Southern Rhodesia (1941). 

South Africa 

From the time of the repeal in 1926 by the Commonwealth Par¬ 
liament of the Customs Tariff (South African Preference) Act 0 
Australia’s relations with South Africa were not until 1935 gov¬ 
erned by any trading arrangement between the two countries. 
Efforts had been made at various times to find a mutually accept¬ 
able basis for an agreement, but owing to the limited range of the 
export production of South Africa and its similarity to that of the 
Commonwealth, it had been found impracticably to arrange for 
an agreement which would be satisfactory to both parties. 

Until 1935 the South African tariff had contained one set of 
duties applicable to all countries with the exception of those 
enjoying British preferential rates. However, in 1935 intermediate 
and maximum rates were introduced into the tariff, the former 
being designed to accord concessional rates in respect of particular 

° See p. 37 above. 
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items to other countries with which South Africa might conclude 
trade agreements. 

The new South African tariff law was drawn up in such terms 
that intermediate rates could be accorded only in respect of the 
goods of those countries with which trade agreements had been 
concluded. In the absence of an agreement, Australian products 
entering South Africa would not have been entitled to the benefits 
of the duty reductions made by South Africa as a result of her 
trade agreements with foreign countries. 20 

The Union Government approached the Commonwealth Gov¬ 
ernment with an intimation that it was prepared by formal 
exchanges of notes to provide on a reciprocal basis for the South 
African intermediate tariff to apply to non-preferential goods 
coming from members of the British Commonwealth whenever the 
maximum duties were brought into force. As a result of this 
approach, notes were exchanged between the Commonwealth and 
Union Governments under which most-favoured-foreign-nation 
tariff treatment was guaranteed by each country to the goods of 
the other on importation. South-West Africa was included within 
the scope of the agreement, and there was a reservation in the 
South African note to the effect that the undertaking to grant to 
the Commonwealth the lowest duties accorded to any foreign 
country should not apply to special favours accorded by South 
Africa to adjoining countries. This reservation enabled South 
Africa to continue a reciprocal tariff arrangement with Portugal 
under which a number of products of the industries of the adjoin¬ 
ing Portuguese territory of Mozambique were admitted into 
South Africa without the payment of any import duties 

The Notes were signed at Pretoria on 31st August, 1935 and 

at Canberra on 3rd September, 1935. 2 ? The agreement was made 

subject to the approval of the Commonwealth and South African 

I arhaments, the approval of the Commonwealth Parliament beinc 

registered with the passing of the Trade Agreement (South 

Africa) Act 1936, introduced into Parliament on 29th October 

1936. The agreement is terminable by six months’ notice on either 

side, and took effect as from 1st July, 1935. South African goods 

became eligible, as from 1st January, 1937, to importation into 

the Commonwealth at proclaimed intermediate tariff rates and at 
concessional primage rates. 


Brazil 


Early in 1936 the Brazilian Government embarked on a policy 
involving revision of all existing trading arrangements befween 
Brazil and other countries. In pursuance of the policy that Govern- 
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ment ceased to follow the practice of automatically extending most¬ 
favoured-nation treatment to all other countries. As Australia had 
never had any formal trading arrangement with Brazil, and as she 
did not receive the benefits of reciprocal most-favoured-nation 
treatment under any agreement between the United Kingdom and 
Brazil, Australian goods entering Brazil became dutiable in 1936 
at somewhat higher rates than those imported from any countries 
with which Brazil had trade agreements committing her to accord 
them most-favoured-nation treatment. Brazil was not one of the 
countries granted the benefits of the rates under items of the Aus¬ 
tralian intermediate tariff and the primage reductions which were 
proclaimed to operate as from 1st January, 1937. 

In August, 1938, an approach was made to the Brazilian Gov¬ 
ernment through the Australian High Commissioner in London 
with a view to the accord to Australian goods by Brazil of her 
minimum foreign tariff rates. The approach was made as the result 
of the discovery by Australian firms interested in the export of 
Australian wool to Brazil that the difference in tariff rates consti¬ 
tuted a handicap to the marketing of Australian wool in Brazil. 
The rapid expansion of the wool textile industry in Brazil had over 
some years been watched with much interest by Australian 
exporters. 28 

On 19th July, 1939, Notes were exchanged between the 

Australian High Commissioner in London and the Brazilian 
Ambassador in London constituting an agreement providing for 
reciprocal most-favoured-foreign-nation treatment of Brazilian 
products entering Australia and of Australian products entering 
Brazil. 29 Goods imported from Brazil were not of a kind on which 
tariff concessions had been granted by Australia in trade agree¬ 
ments negotiated with other foreign countries, and no commit¬ 
ments were entered into with Brazil in respect of specific goods. 
The agreement was to come into operation on a date to be fixed 
by mutual arrangement, and became fully operative as from 1st 
January, 1940, from which date Brazil was included in the list oi 
countries goods from which benefit from the proclaimed rates: o 
the intermediate tariff and the concessional primage rates. With 
the passing of the Trade Agreement (Brazil) Act 1939 on oth 
December, 1939, the agreement was approved by the Common¬ 
wealth Parliament, although in their terms the notes did not 

require the approval of Parliament. . i 

The agreement is terminable on three months notice, an 
contains the usual provision under which preferences granted by 
Australia to countries of the British Commonwealth are to be 
maintained. It also contains a provision under which any special 
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advantages granted by Brazil to neighbouring countries for the 
purpose of facilitating frontier traffic, or the advantages or favours 
resulting from any Customs Union to which Brazil may become 
a party are not to be considered in connection with the grant of 

most-favoured-foreign-nation treatment. 

The agreement represents a definite commitment on the part 
of both signatories additional to their commitments under the 
General Agreement on Tariffs and Trade of 1947, which both 
countries are applying provisionally. 

Newfoundland 

Before 1940 trading relations between Australia and Newfound¬ 
land were almost non-existent. In 1932 negotiations having as 
their object the conclusion of a reciprocal trade agreement had 
taken place between the Australian and Newfoundland delega¬ 
tions at the Ottawa Conference of 1932, but these negotiations 
did not result in any agreement, and in 1934, as a result of financial 
difficulties in Newfoundland, the Government of that Dominion 
was taken over by a Commission on which the United Kingdom 
Government was represented. ° 

In the absence of a trade agreement between Australia and 

Newfoundland, goods of Newfoundland origin were subject to 

most-favoured-foreign-nation treatment upon importation into 

Australia. Similar treatment was accorded to Australian products 

on importation into Newfoundland, the Dominion granting tariff 

preferences only to the United Kingdom and to the non-self- 
governing colonies. 

Late in 1938 the High Commissioner for the United Kingdom, 
on behalf of the Newfoundland Commission of Government sub¬ 
mitted proposals for a trade agreement between Newfoundland 
and Australia. The proposals were that Australia should accord 
free admission under the British preferential tariff of Newfound¬ 
land newsprint, while Newfoundland should grant exclusive tariff 
preferences of 1 cent per lb. on Australian butter and 10% ad val- 
orem on Australian canned fruits. 

Newsprint of Newfoundland origin was at the time dutiable on 
importation into Australia at £.4 per ton, while newsprint origin¬ 
ating in the United Kingdom and Canada-Australia’s principal 

sources of supply-was admitted free of duty under the British 
preferential tariff. 

The proposals had the strong support of the United Kingdom 
Government, and were favoured by Australian consumers of news¬ 
print. It was felt by the Commonwealth Government that in the 
conditions existing at the time, the establishment of an alternative 
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Empire source of supply of newsprint was desirable. 

The proposals were accepted by the Commonwealth Govern¬ 
ment, an agreement in the form of an Exchange of Notes being 
signed at Canberra by the High Commissioner for the United 
Kingdom in respect of Newfoundland on 3rd November, 1939, 
and by the Prime Minister in respect of Australia at Melbourne 
on 7th November, 1939. 30 The agreement came into force on 14th 
December, 1939. It was terminable upon six months' notice by 
either party, and was approved by the Commonwealth Parliament 
with the passing of the Trade Agreement (Newfoundland) Act 
1939, introduced on 1st December, 1939. 

Imports from Newfoundland into Australia (mostly newsprint) 
became substantial after the conclusion of the agreement, and 
continued so until the Act of Union between Canada and New¬ 
foundland was passed in 1949 by the United Kingdom Parliament. 
Plowever, exports to Newfoundland from Australia did not in¬ 
crease appreciably as a result of the agreement. 

With the incorporation of Newfoundland as the tenth province 
of Canada as from 1st April, 1949, Australia's agreement with 
Newfoundland lapsed, the Canadian Government formally noti¬ 
fying the Commonwealth Government to this effect, and the 
Commonwealth Government agreeing that as from the date of 
incorporation Australian trade with Newfoundland should be 
governed by the terms of the Canada-Australia trade agreement, 
which provides for a much wider range of preferences to Austra¬ 
lian goods than that applying under the agreement with New¬ 
foundland. 

Greece 

Until 1910 the Commonwealth was a party to the Treaty of 
Commerce and Navigation of 1886 between the United Kingdom 
and Greece, to which all the Australian colonies with the exception 
of New South Wales had adhered before federation. In 1910 the 
Commonwealth withdrew from the treaty, and in 1913 withdrawal 
was effected in respect of Papua, which was also bound by the 

treaty. , 

The treaty of 1886 was replaced by a Treaty of Commerce and 

Navigation entered into between the United Kingdom and Greece 
in 1926. Article 30 of the treaty of 1926 provides for the accession 
of the Dominions should they so desire, but Australia, in accord¬ 
ance with the practice which had by then developed so far as 
treaties of commerce and navigation entered into by the United 
Kingdom were concerned, did not take advantage of the terms of 

the article. 
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In April, 1932, Greece abandoned the gold standard, and simul¬ 
taneously a series of laws was passed with the object of restricting 
and controlling the export of foreign exchange, and the restriction 
of imports to bare necessities. The importation of manufactured 
goods was reduced, but importation of raw materials such as wool, 
cotton, etc., was maintained. Greece had always had a heavy 
deficit on her international trading account, and the measures 
taken restricted imports from countries which had not concluded 
commercial agreements with Greece or with which Greece had an 


unfavourable balance of trade. 

The maximum Greek tariff was increased in 1932 to ten times 
the then existing rates of duty and, as Australia had neither con¬ 
cluded a commercial agreement with Greece nor had any right 
to most-favoured-nation treatment under any other agreement, 
and as the balance of trade with Australia over a number of years 
had been unfavourable to Greece, Australian goods entering 
Greece were subjected to the high rates of dutv fixed. 

In 1933 the Greek Government issued decrees which provided 
that Australian wheat would be exempted from the maximum tariff 
of ten times the former rate of duty, provided 30% of the value of 
the wheat was utilised for the export of Greek produce to Australia. 
It was also provided that other Australian products, including 
wool, would be exempted from the maximum tariff provided the 
total value of such products was utilised to pay for Greek products 
exported to Australia. Wool certified as of British origin was, 
under the Anglo-Greek Commercial Treaty of 1936, accepted for 
entry into Greece at the normal rate of duty, but Australian wool 
was subject to ten times the normal duty as Australia had not been 
able to accept the arrangement under which this duty might be 
waived. Australian wool bought for Greece in the United Kingdom 
was subject to the higher impost but, if it had undergone a process 
of manufacture or manipulation in the United Kingdom whereby 
its value was increased over 25%, it was considered as of British 
origin and was admitted at normal rates. 


Greek requirements of wheat and wool were such as to necessi¬ 
tate the relaxation of the tariff provisions applicable to the imports 
of these commodities from Australia, and in 1936 provision was 
made for the admission into Greece of certain quantities of Aus¬ 
tralian wheat at the minimum rate of duty. In 1938 the minimum 
rate of duty on wool was applied to wool of Australian origin 
imported into Greece by Greek industrialists for their own use and 
within the limits of their import quotas. These measures had the 
effect of temporarily increasing Greek imports of wheat and wool 
from Australia, but this departure from the general policy of main- 
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taining the maximum tariff against Australian products gave no 
opportunity for Australian exporters of other commodities to 
secure a share of the Greek market in those commodities against 
which the maximum tariff was still maintained. In any case the 
concessions accorded were only temporary. 

Because of the discriminatory treatment applied to Australian 
products in Greece, the Commonwealth Government refrained 
from extending to Greek goods the benefits of the intermediate 
tariff and primage concessions proclaimed to operate as from 1st 
January, 1937. The exclusion of Greece from these benefits resulted 
in approaches to the Commonwealth Government by the Greek 
Government through the Greek Consul-General in Australia with 
a view to the conclusion of a most-favoured-nation agreement 
between Greece and Australia. 31 

An agreement was eventually signed at Canberra on 29th Febru- 
ary, 1940, and at Sydney on 7th March, 1940. 32 The agreement was 
in the form of an Exchange of Notes between the Governments of 
the two countries, and provided for the mutual accord of most- 
favoured-foreign-nation treatment by each country to the goods 
of the other, with a reservation excepting from the operation of 
the agreement treatment accorded by Australia to goods from 
other parts of the British Commonwealth. The agreement was to 
remain in force for a minimum period of one year, and thereafter 
to be subject to termination on three months’ notice being given 
by either party. It was approved by the Commonwealth Parliament 
with the passing of the Trade Agreement (Greece) Act 1940, 
introduced into Parliament on 22nd May, 1940, and came into 
force on 17th June, 1940, from which date Greek goods imported 
into Australia have received the benefit of the intermediate tariff 
and concessional primage rates. The agreement was of course not 
operative during the period of the occupation of Greece by enemy 
forces during the late war. 

Greece is a party to the General Agreement on Tariffs and 
Trade of 1947, and tariff concessions have been negotiated between 
Australia and Greece under the provisions of that agreement. 

Southern Rhodesia 

For several years before the outbreak of war in 1939 the Gov¬ 
ernment of Southern Rhodesia had been endeavouring to obtain 
a tariff preference from Australia on Rhodesian grown unmanu¬ 
factured tobacco. The approaches of the Southern Rhodesian Gov¬ 
ernment over this period coincided with the efforts of both the 
Commonwealth and State Governments of Australia to establish 
the Australian tobacco industry on a profitable basis, and the 
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resultant difficulty on the part of successive Commonwealth Gov¬ 
ernments in offering an acceptable preference on tobacco to the 
Southern Rhodesian Government proved an insuperable obstacle 
to the conclusion of a trade agreement between the two countries. 

Late in 1940 a conference was held at New Delhi for the purpose 
of co-ordinating the economic war efforts of all British countries 
which had close contacts with the Far East. Tins conference 
(known as the Eastern Group Conference) provided an oppor¬ 
tunity for an unofficial exchange of views between the representa¬ 
tives of the Commonwealth and Southern Rhodesian Governments 
at the conference on vital questions arising out of the war situation 
at the time. The conference, however, was confined to questions 
affecting war supplies, and no discussion took place on the broader 
aspects of general commercial relations between Southern 
Rhodesia and Australia. It was, however, suggested by the leader 
of the Southern Rhodesian delegation that he should visit Can¬ 
berra for the purpose of discussing the possibility of completing 
an agreement covering general trade relations between his coun¬ 
try and Australia. This suggestion was accepted by the Common¬ 
wealth Government. 33 

As a result of the visit of the Southern Rhodesian representative, 
a Trade Agreement was signed at Canberra on 23rd December', 
1940, on behalf of the Commonwealth Government, and at Salis¬ 
bury on 25th February, 1941, on behalf of the Government of 
Southern Rhodesia. 34 The agreement came into force on 10th 
April, 1941, after approval by the Parliaments of the Common¬ 
wealth and Southern Rhodesia, such approval being required in 
its terms. 

The concessions granted by Australia under the agreement were 
confined to three items: tobacco leaf, on which Southern Rhodesia 
was granted a tariff preference of 9d. per pound lower than the 
rate of duty payable under the British preferential tariff; and 
crude asbestos and chrome ore, which were exempted from prim¬ 
age duty and were guaranteed entry into Australia at the lowest 
rate of customs duty applicable to similar products from any other 
country. In the years before the conclusion of the agreement, crude 
asbestos had been the only important product imported into Aus¬ 
tralia from Southern Rhodesia. Substantial quantities of unmanu¬ 
factured tobacco have since been imported from that country, 
and it has obviously been to Australia's advantage to obtain a 
greater proportion of her requirements of imported tobacco leaf 
over the home-grown product from within the sterling area in 
view of the difficult situation which has existed since the agreement 
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was concluded with regard to imports from dollar countries by 
countries of the sterling area. 

In return for the concessions on the part of Australia, Southern 
Rhodesia undertook: 

(f) To continue to admit free of duty a list of Australian goods 
included in thirty-three items of the Southern Rhodesian 
Customs Tariff; 

(2) To accord specified preferential rebates ranging from 10 % 
to 50 % from the duties applicable to United Kingdom goods 
on a list of Australian goods included in nineteen tariff 
items, Australia in regard to these items being placed on 
the same footing as South Africa, which at that time was 
receiving substantial preferences over Australia; 

(3) To accord British preferential tariff rates in respect of a 
list of Australian goods included in fourteen tariff items; 

(4) To accord to Australian wheat and wheat flour treatment 
similar to that accorded to wheat or wheat flour from any 
other country, with the exception of Northern Rhodesia, 
in the event of permits being granted for the importation 
into Southern Rhodesia of those commodities from such 
other country at rates of duty lower than those accorded 
under the agreement. 

The concessions under the first three undertakings covered a 
wide range of products, mainly manufactured foodstuffs and other 
manufactured goods, and were designed to give Australia an 
opportunity to supply a much greater proportion of Southern 
Rhodesia’s import requirements than she had done in the past. 

A clause was included in the agreement providing that the content 
requirements of the importing country covering preferential treat¬ 
ment, as laid down from time to time, should apply to goods bene¬ 
fiting from the agreement. 

The agreement is of indefinite duration, and is subject to six 
months’ notice of termination. It received the approval of the 
Commonwealth Parliament with the passing of the Trade Agree¬ 
ment (Southern Rhodesia) Act 1941, introduced into Parliament 
on 26th March, 1941, and has not since been revised. 
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CHAPTER VII 


Relations with Individual Countries Not 
Resulting in Formal Trade Agreements 


1. Relations with the United States 

Up to 1936 merchandise trade between Australia and the United 
States had resulted consistently in large balances favourable to 
the United States. These favourable balances were partly due to 
the fact that: 

(a) The United States produced many goods of a type suitable 
for Australian conditions, e.g., machinery, motor vehicles 
and parts, petrol and oils, tobacco, cinematographic films, 
chemicals and timber, which accounted for the greater 
proportion of imports from the United States into Australia. 

(b) The major Australian export commodities were directly 
competitive with many United States primary products in 
the interests of which that country had imposed high pro¬ 
tective duties, e.g., wool, meats and butter. These duties 
had in the past formed an effective barrier to the establish¬ 
ment of a stable export market in the United States for 
Australian goods. 

The United States duties on greasy fine wool (merino type) had 
been for many years of major concern to Australia. Australian 
wools had been subject to duties since 1921. In that year the duty 
was 15 cents per lb. greasy, and in the following year the Fordney- 
McCumber Tariff raised the duty to 31 cents per lb. clean content. 
The Hawley-Smoot Tariff of 1930 further increased the duty to 34 
cents per lb. clean content. This latter Act also imposed a 10% 
duty on cattle hides and calfskins and raised the duties on meats 
and butter. 

In 1929, before the introduction of the Hawley-Smoot Tariff, 
representations had been made by the Commonwealth Govern¬ 
ment in connection with the balance of trade between the two 
countries. It was felt that if further restrictions were to be placed 
on Australian trade by tariff increases affecting Australian pro- 
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ducts, pressure would be brought on the Commonwealth Govern¬ 
ment to divert Australian trade from the United States to British 
countries, and to foreign countries with which the Commonwealth 
had favourable trade relations. The representations had no result. 

In 1932 the Ottawa Agreements were concluded between the 
United Kingdom and Dominion Governments, including the Com¬ 
monwealth Government, and in 1934 the Reciprocal Trade Agree¬ 
ments Act of the United States, 1 giving the President power to 
enter into trade agreements, was passed. The Act empowered the 
President to reduce (or increase) the existing tariff rates by not 
more than 50!?, this power to be used as a bargaining weapon in 
negotiating bilateral agreements with foreign countries based on 
the unconditional most-favoured-nation clause. 

The Commonwealth Government was at the time anxious to 
obtain better prices for Australia’s exports and to recapture trade 
lost during the depression years, and in pursuance of these objec¬ 
tives was contemplating trade negotiations with foreign countries, 
mainly European. On 4th June, 1934, an approach was made by 
the Commonwealth Government through the United States 
Consul-General in Australia to the United States Department of 
Commerce. It was pointed out to the Department of Commerce 
that Australia’s overall position was becoming difficult as a result 
of the persistent heavy adverse balance of trade with the United 
States, which was still growing in favour of that country. The 
opening of negotiations for a trade agreement at an early date 

was urged, and certain proposals to form the basis of such negotia¬ 
tions were submitted. ° 

It was not until January, 1935, that a reply was received from the 
United States Department of Commerce refusing to open negoti¬ 
ations at that time, mainly because of pressure of business associ¬ 
ated with negotiations for trade agreements with other countries 
under the Reciprocal Trade Agreements Act. The department 
also pointed out that, owing to the agricultural position in the 
United States, there was little opportunity for an extension of 
the marketing of Australia’s primary products there, particularly 
at that time when the United States Government was taking special 
steps actually to reduce primary production in that country. It 
was also understood that an assurance had been given to the 
wool industry in the United States that the Reciprocal Trade 

Agreements Act would not be used in such a way as to result in 
a lowering of wool prices. 

In the course of a visit by the Prime Minister to the United 
States later in the year, the matter was discussed with the President 
and the Secretary of State for Commerce, but the position was 
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not further advanced. It was mentioned by United States repre¬ 
sentatives that Australia would receive most-favoured-nation 
treatment—provided she were willing to give a similar conces- 
sion-as a result of any of the treaties made with countries other 
than Australia, since the tariff concessions negotiated would apply 
generally to all countries entitled to most-favoured-nation treat¬ 
ment. However, Australia would receive little benefit from these 
concessions, since no important concessions on individual com¬ 
modities had been granted by the United States to any country 
which was not the principal supplier of those commodities to the 
United States market. United States negotiators had also adopted 
a standard clause in their agreements which provided that, if in 
practice it was found that the “major benefit’’ of any of the con¬ 
cessions was going to a third country, the concession in question 
might be withdrawn. 

In February, 1936, the United States Consul-General was again 
approached by the Minister directing negotiations for trade 
treaties. It was pointed out that the unfavourable trade balance 
against Australia, which was becoming progressively greater, 
could not be allowed to continue. The Consul-General was in¬ 
formed that if it were not possible for the United States to negoti¬ 
ate with Australia, the Commonwealth Government would be 
compelled to take arbitrary action in an attempt to redress the 
balance. 

The reply of the United States Government, received through 
the Consul-General, was to the effect that it was not prepared to 
enter into negotiations with the Commonwealth Government 
because of the limitations on the powers of the President, and 
because of the fact that conditions in the United States had not 
changed to a degree that the Administration could make duty 
reductions on agricultural products. With regard to the reference 
to limitations on the powers of the President, it was pointed out 
that the Reciprocal Trade Agreements Act, which gave the Presi¬ 
dent power to negotiate trade agreements with other countries, 
authorised him to do so only for reciprocal benefits, or on a basis 
seeking reciprocal benefits. He could not negotiate a trade agree¬ 
ment of a defensive nature merely to protect an existing market, 
and thus could not enter into negotiations with the Commonwealth 
Government except for the purpose of obtaining a still larger 

market in Australia for United States goods. 2 

On 22nd May, 1936, the Minister directing negotiations for trade 
treaties announced in the Commonwealth Parliament the decision 
of the Commonwealth Government to divert portion of Australia's 
import trade, with the object of increasing exports of primary 
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products, expanding secondary industry and bringing about an 
increase of rural and industrial employment. 3 

The aim of the trade diversion policy was to widen and 
strengthen Australian secondary industries by limiting imports of 
certain commodities drawn principally from countries, including 
the United States, which offered only indifferent markets for 
Australian products, with a view to their manufacture in the Com¬ 
monwealth, the most important of these commodities being motor 
vehicle chassis, which it was hoped would be manufactured in 
Australia on a large scale within a few years. In the case of other 
imports, it was sought to obtain supplies, as far as was practicable, 
from countries which were already good customers of Australia, 
and which it was expected would become better customers if 
Australia increased her purchases from them.® 

To achieve its object the Commonwealth Government decided 
to proceed in two ways, first, by the adoption of a licensing 
system over a limited range of imports, and second, by the imposi¬ 
tion of higher duties where this course appeared more desirable. 

All goods of British Empire origin were excluded from the 
operation of the licensing system,! with the exception that the 
system applied to motor vehicle chassis from cou,.trier of the 
British Fmpire other than the United Kingdom. Under the system, 
with the e..ceptions abovementioned, the importation of over 
eighty specified commodities was prohibited except with the 
consent of the Minister fo~ Trade and Customs, and from the date 
of its operation (23rd May, 1936) importers were obliged to obtain 
a permit before the goods could be imported. The permits how¬ 
ever, were freely granted on application in respect of the imports 
of all countries with which Australia had a favourable balance of 
trade (with the exception of Japan) and of all other countries 
m regard to which, although the balance might be adverse to 

the Commonwealth, the Government was satisfied with the 
position. 


An additional duty of 0-7d. per lb. upon all imported motor 
chassis and parts was imposed, it being estimated that the addi¬ 
tional impost would average over the range of imported chassis 
at approximately £5 each. The impost was intended to cover a 
proposal for a bounty on local engine production, and it was 
intended that the additional duty should serve as a further encour¬ 
agement to overseas manufacturers of chassis to enter into produc- 

in "th^suSdlng s t ec t ion d of d t i hl r th n ap P ,?r Cy °" Aus,rali —Japanese relations is discussed 

Hpder the^Customs^t Import' Licensurg tiom S TTie ° f , ,hat “* rod uced in 1939 

Hie Customs (Prohibited Imnorts 1 rI .,1 -Stations. The system was operated under 

1936. No. 69), under 
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tion within the Commonwealth. The question of the best means of 
giving effect to the Commonwealth Government’s policy of estab¬ 
lishing in Australia the manufacture of engines and chassis of 
motor vehicles, with consideration to the general national and 
economic aspect, was referred to the Australian Tariff Board on 
1st December, 1936, for a report by the Board. 

It was anticipated that the total value of import trade to be 
immediately diverted annually by the licensing system and the 
increased duties would amount to £stg2,290,000. Of the goods 
represented by this amount it was estimated that Australian manu¬ 
facturers would benefit by an increased output to the value of 
<£stg845,000, the manufacturers of the United Kingdom by 
<£stgl,310,000, and good customer foreign countries by 
<£stgl35,000. These figures did not include the expected larger 
diversion to Australia of motor chassis manufacture to the value 
of over <£ stg4,000,000. 

The Commonwealth Government’s case for the policy of trade 
diversion was that it was compelled to adopt it because of the 
fact that similar policies had been adopted in many parts of the 
world against practically all Australian exports, not excepting wool 
in some cases. Moreover, the service of Australia’s external debt 
necessitated the provision abroad of approximately <£A30,000,000 
per annum, and this provision obviously limited Australia’s cap¬ 
acity to import on an increasing scale from certain countries which 
had adopted measures calculated to exclude the greatest possible 
amount of Australian produce, and which, while finding an exten¬ 
sive market for their manufactures in Australia, took comparatively 
little Australian produce in return. 

The trade diversion policy immediately affected the importation 
of a wide range of goods from the United States. As from 23rd 
May, 1936, imports of motor vehicle chassis from principal sup¬ 
pliers other than the United Kingdom were restricted to the same 
level of imports as for the twelve months ended 30th April, 1936, 
and this of course affected imports from the United States. From 
the same date customs duties were increased on imports of chassis 
from foreign countries. Ad valorem duties on United Kingdom 
chassis were replaced by specific rate duties, which gave a more 
effective preference to United Kingdom chassis over chassis of 
foreign origin, and primage duty on United Kingdom chassis was 
abolished. In the announcement of the adoption of import licensing 
measures, it had been emphasised by the Government that they 
were being adopted in no spirit of unfriendliness, but were dic¬ 
tated by the existing difficult conditions in international trade. 

The United States Government then withdrew most-favoured- 
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nation treatment from Australia, as from 1st August, 1936, on the 
grounds that it had been found as a fact that the treatment of 
American commerce by the Commonwealth of Australia was dis¬ 
criminatory. 4 The effect of this action was to deprive Australia 
of the benefits of the duty reductions accorded by the United 
States under her trade agreements concluded with other countries. 
Because of the policy of the United States of confining concessions 
granted to a particular country to those commodities supplied 
principally by that country, the withdrawal of most-favoured¬ 
nation treatment had practically no significance so far as the duties 
payable in the United States on Australian products were con¬ 
cerned. This action on the part of the United States Government 
was followed by the omission of the United States from the list, 
proclaimed as from 1st January, 1937, of countries goods from 
which were entitled to admission into Australia at intermediate 
tariff and concessional primage rates. 

After preliminary negotiations lasting some months, a formal an¬ 
nouncement was made on 18th November, 1937, that the Govern¬ 
ments of the United States and the United Kingdom contemplated 
the negotiation of a trade agreement. The exploratory discussions 
had revealed that the United States Government required from the 
United Kingdom concessions on a range of agricu tural products 
most of which were the subject of commitments under the Ottawa 
Agreements. The Australian delegation to the Imperial Conference 
of 1937 informed the United Kingdom Government that the Com¬ 
monwealth Government viewed with great concern the fact that 
the United States Government was seeking concessions on goods 
in respect of which Australian producers received preference 
under the United Kingdom-Australia trade agreement^ and that 
the attitude of Australia towards proposals for the modification of 
that agreement would be determined by the prospects of securing 
increased trade in other markets. The United Kingdom Govern¬ 
ment was further informed that, in any case, the Commonwealth 
Government would be reluctant to agree to any modification of the 

United Kingdom-Australia agreement without a full revision of 
the agreement. 

The Commonwealth Government had meanwhile had the ques¬ 
tion of trading relations with the United States continuously 
under review, and for some time had been considering the desir¬ 
ability of converting the licensing system instituted in May, 1936, 
into a stable system of duties and preferences. The United States' 
Government had not departed from its attitude that it could not 
envisage negotiation of a trade agreement with Australia so long 
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as Australia maintained its discrimination against United States 
trade. 

On 7th December, 1937, the Commonwealth Government an¬ 
nounced to Parliament its intention of altering the licensing system 
of 1936, and of substituting a system of adequate duties where 
such action was necessary for the protection of Australian indus¬ 
try. The import quotas applying to motor chassis were retained, 
but as regards other goods, the licensing system was to be admin¬ 
istered on the following basis: 

(1) In respect of goods which were not competitive with Aus¬ 
tralian industry, permits would be granted for importation 
irrespective of the country of origin; 

(2) In respect of goods competitive with Australian industry, 
the licensing restrictions then in force would operate until 
duties adequate to the protection of the industries con¬ 
cerned had been determined and applied. 

It was announced that the Commonwealth Government had 
arrived at its decision in the light of its experience over the past 
twelve months, and after carefully considering the factors operat¬ 
ing for and against the retention of the licensing system, includ¬ 
ing the improvement of the trade balance since the restrictions 
had been first introduced. An indication was also given, in answer 
to a question in Parliament at the time the announcement was 
made, that the relaxation of the licensing system was in part a 
conciliatory gesture associated with the trade discussions between 
the United Kingdom and the United States which were then 
in progress. 5 

The additional duty of 0*7d. per lb. upon imported motor chassis 
and parts, intended to cover payment of a bounty on local pro¬ 
duction, also came up for discussion in Parliament on 7th Decem¬ 
ber, 1937. It was disclosed that receipts from this duty had not 
been funded, but had been taken into ordinary revenue. An assur¬ 
ance was given on behalf of the Government that accumulated 
revenue from these receipts could be made available at any time 
for the purpose for which the duty had been imposed. 0 The report 
of the Tariff Board on the best means of giving effect to the Gov¬ 
ernment’s policy of establishing the manufacture in Australia 
of engines and chassis was presented to Parliament on 27th Sep¬ 
tember, 1938. 

As a result of the action taken by the Commonwealth Govern¬ 
ment in December, 1937, the United States Government agreed 
that discrimination by Australia against United States goods was 
no longer substantial, and as from 1st February, 1938, the accord to 
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Australian goods of most-favoured-nation treatment, which had 
been withdrawn on 1st August, 1936, was restored. Although the 
practical effect of the extension to Australian goods of most¬ 
favoured-nation tariff treatment was very limited, the Common¬ 
wealth Government welcomed its restoration as providing a start¬ 
ing point for the discussion of trade relations between Australia 
and the United States. 

The Trade Agreement between the United Kingdom and the 

United States was signed on 17th November, 1938, and came into 

force on 1st January, 1939.' Consultations had been proceeding 

with the Dominions from the time of the Imperial Conference of 

1937 on the subject of the modification of preferences accorded 

by the United Kingdom under the Ottawa Agreements of 1932, 

since an agreement between the two countries would have been 

impossible without such modification. The principal alterations 

in preferences to which the Commonwealth Government agreed 
were limited to: 

(a) The abolition of the duty on foreign wheat imported into 
the United Kingdom; 

(b) A reduction in the duty on fresh apples during the period 

August 15th to April 15th and on fresh pears during the 
period August to January; the full duty to be maintained 
during the remaining months when the Australian supplies 
were principally marketed; 1 

(c) Reductions in the duties on honey and on certain preserved 
fruits. 


Australia of course received no specific economic recompense for 
the relinquishment of her advantages under the Ottawa Agree¬ 
ment, but it was indicated that the Government, in co-operating 
with the United Kingdom Government in its negotiations was 
actuated by the belief that the promotion of greater freedom in 
world trade as a result of the agreement between the United 
Kingdom and the United States would have an indirect but bene¬ 
ficial effect on the marketing of Australian export commodities 
It was considered that a natural corollary to the agreement would 
be the initiation of trade negotiations between the United States 

nf n l th T e T ?Tc n /° nS « Which had Conceded Preferences in favour 
ot the United States. 8 


Exchanges of views took place from time to time between the 
Commonwealth Government and the United States Government 
until after the outbreak of war in September, 1939, with the object 
of arriving at bases for the negotiation of a mutually satisfactory 
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trade agreement. The similarity in the classes of primary products 
of the United States with those which entered into the Australian 
export trade, and the opposition of United States wool-growing 
interests to any agreement which would result in a lowering of the 
United States tariff on wool, made it difficult to arrive at a basis 
on which negotiations could proceed. There were also difficulties 
associated with proposals for concessions to the United States. 
However, during this period quarantine embargoes on Australian 
fruits and meats were lifted. Further informal discussions were 
initiated in 1941, but as with pre-war discussions, these did not 
reach the stage at which a notice of intention to negotiate for a 
trade agreement was published by the United States Government, 
as was required under the Reciprocal Trade Agreements Act. 

On 19th February, 1943, most-favoured-foreign-nation treat¬ 
ment was extended to the United States by the Commonwealth 
Government, independently of trade discussions and without any 
formal request from the United States Government. It was indi¬ 
cated that this action was taken as a gesture of acknowledgment of 
the great material assistance received by Australia during the 
period of the war most critical for her. United States goods immedi¬ 
ately became subject to the intermediate tariff and primage con¬ 
cessions which had been operative with regard to goods from 
other countries since 1st January, 1937. 9 

In June, 1943, the Reciprocal Trade Agreements Act was re¬ 
newed by the United States Congress, but for a period of two 
years only. Strong opposition to this re-enactment was experi¬ 
enced, the question of an agreement with Australia in relation to 

wool being raised. 


Until the provisional entry into force of the General Agreement 
on Tariffs and Trade of 1947, Australia had never had any formal 
contractual relations with the United States which affected her 
trade with that country. The Convention of Commerce of lbio 
between the United Kingdom and the United States, which is still 

in force, and which contains provisions for most-favoured-nation 
treatment of each party by the other, applies only to the United 
Kingdom and to her European possessions, and never applied o 

the Australian colonies. 1 , 

Early in 1947 the United States Government approached tue 

Commonwealth Government with a view to the conclusion of a 
Treaty of Friendship, Commerce and Navigation with Australia. 
The approaches for such a treaty were made in pursuance of a long¬ 
standing policy of the United States State Department to further 


117 


Relations with Japan to 1941 

good relations between the United States and other countries, and 
had no relation to negotiations embarked on under the provisions 
of the Reciprocal Trade Agreements Act of the United States. 

The prime object of the proposed treaty is generally to obtain 
reciprocal unconditional most-favoured-nation treatment, and in 
some cases national treatment, of nationals, corporations, goods 
and vessels of both contracting parties in their respective terri¬ 
tories. The draft submitted to the Commonwealth Government 
follows on broad lines drafts forwarded for consideration to a 
number of other countries since 1945, four treaties (with China, 
Italy, Uruguay and Ireland) having already been concluded. 

The draft has been the subject of informal exchanges of views 
at intervals over several years. Difficulties associated with the 
reconciliation of existing Australian obligations with those pro¬ 
posed to be undertaken under the treaty, and difficulties arising 
from the limitation in the constitutional powers of the Common¬ 
wealth to implement a treaty covering some matters within the 
purview of the Australian States, have yet to be resolved before a 
text satisfactory to both parties can be arrived at. 

2. Relations with Japan to 1941 

At the time of federation Queensland was bound by the Treaty 
of Commerce and Navigation of 1894 between the United King¬ 
dom and Japan, that State having acceded to the treaty. On 31st 
July, 1908, twelve months’ notice of the termination of the adher¬ 
ence of Queensland was given, at the request of the Common¬ 
wealth Government and with the concurrence of the Government 
of Queensland. The treaty was denounced by Japan in 1910. 

On 3rd April, 1911, another Treaty of Commerce and Navigation 
was concluded between the United Kingdom and Japan. Article 26 
of the treaty provided for the adhesion of any of the Dominions 
to the treaty within a period of two years from the date of the 
exchange of ratifications (5th May, 1911), but in accordance with 
the policy then being pursued by the Commonwealth Government 
of refraining from participating in United Kingdom commercial 

agreements with foreign countries, it was decided that Australia 
should not accede to the treaty. 

A Convention supplementary to the treaty of 1911 was signed 
on 30th July, 1925, between representatives of the United'Kingdom 
and Japanese Governments. This convention provided in Article 
6 that any of the Dominions which had not adhered to the treaty 
of 1911 under Article 26 could now accede to the treaty as modi¬ 
fied in 1925, and approaches were made in 1926 by the Japanese 
Government to the Commonwealth Government inviting the 
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accession of Australia to the treaty and convention. As the general 
policy of the Commonwealth Government with regard to treaties 
entered into by the United Kingdom was substantially the same 
as it had been in 1911, the invitation was declined. The treaty of 
1911 provided in Article 7 for reciprocal most-favoured-nation 
treatment of goods so far as customs duties were concerned. 10 

The depression years brought a change in the attitude of the 
Commonwealth Government towards Australia's trading relation¬ 
ships with overseas, and particularly foreign, countries. Ap¬ 
proaches had been made to the Commonwealth Government by 
the Japanese Government, through the Japanese Consul-General 
in Sydney, in 1930 and subsequent years, with a view to the negoti¬ 
ation of a trade agreement, but, as with approaches made by 
other foreign Governments, it was indicated that until trading 
relationships with the United Kingdom had been settled at an 
Imperial Economic Conference—eventually held at Ottawa in 
1932—no detailed negotiations could be undertaken with countries 
outside the British Commonwealth. Tentative suggestions put for¬ 
ward by the Japanese Government to form the basis of negotiations 
were meanwhile considered by the Commonwealth Government. 

It was not until after the return of the Australian Eastern Mis¬ 
sion which visited Japan in 1934 that definite action was taken 
for the institution of negotiations. Proposals with a view to the 
conclusion of a trade agreement had been made to the mission, 
and in January, 1935, negotiations were opened with the Japanese 
Consul-General in Canberra. Formal discussions were suspended 
during the absence in Europe in 1935 of the Minister directing 
negotiations for trade treaties, but informal talks continued be¬ 
tween Australian and Japanese officials. On the return of the 
Minister in January, 1936, formal negotiations were resumed. 

The proposals submitted by the Japanese Government had 
envisaged matters usually covered in treaties of commerce and 
navigation, having reference generally to rights of nationals, com¬ 
panies and ships, and the treatment of goods in the respective 
countries. Since the Commonwealth Government had confined its 
negotiations with other foreign countries over this period to 
tariff treatment of goods and closely related matters, 11 it was te 
that an exception should not be made in the case of Japan, and 
accordingly the negotiations with the Japanese Government were 
limited to consideration of the treatment of goods imported into 


each country* 

For a number of years before 1936 the balance of trade between 
Australia and Japan had favoured Australia, mainly because ot 
heavy Japanese purchases of wool and wheat. Cotton and arti- 
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ficial silk piece goods had for long predominated in Japan’s exports 
to Australia, and from early in 1935 both Australian and British 
trading interests had been bringing under the notice of the Com¬ 
monwealth Government the effects of increasing Japanese com¬ 
petition in piece goods. A survey of Australia’s trading position 
carried out in 1935, while negotiations were proceeding in Europe 
in that year, had disclosed that considerable inroads were being 
made by Japan into United Kingdom trade with Australia, and 
also the trade of other foreign countries with Australia, in these 
goods. In respect of both cotton and artificial silk textiles it 
seemed that the trade was rapidly passing from United Kingdom 
and European manufacturers into Japanese hands. 

The position had been aggravated during 1935 by successive 
price reductions in Japanese cotton piece goods and particularly 
in artificial silk piece goods to such a degree that by February, 
1936, the average duty on Japanese artificial silk textiles was 2-36(1 
per square yard, compared with an average duty of 4-23d. per 
square yard on United Kingdom artificial silk textiles, in spite of a 
preferential margin in favour of the United Kingdom goods of 
20% ad valorem. In cotton piece goods the disparity between 
United Kingdom and Japanese prices had not been nearly so 
great, but even in this field United Kingdom manufacturers were 
putting up a losing fight. Under such circumstances other foreign 
countries which were competing on an equal tariff basis with 
Japan were practically eliminated from the Australian market. 

In January, 1935, substantial reductions in Japanese prices of 
artificial silk piece goods had been made; in July, 1935, a further 
reduction of 25* was made and this was followed in January, 
1936, by still further reductions ranging from 20% to 35%. The 
importation of Japanese piece goods had in the past year or so 
been restricted by all British colonies and by a number of Latin 
American countries, and these restrictions could have resulted 
in a large surplus which Japanese manufacturers would have had 
difficulty in marketing. In any case, the tactics employed seemed 
to indicate an attempt on the part of Japan to capture the Austra¬ 
lian market, particularly in artificial silk piece goods. The prices 

of United Kingdom piece goods (both cotton and artificial silk) 
had fallen relatively little during 1935. 

Of a total volume of 233 million square yards of cotton piece 
goods and artificial silk piece goods imported into Australia in 
1932, the United Kingdom had supplied 175 million, Japan 44 
million and other countries 14 million. In 1935, of a total of 2S6 

m« i0n n- qUar T e yards im P° rted > the United Kingdom had supplied 
126 million, Japan 152 million and other countries 8 million. In 
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this short period Japan had not only secured the whole of the 
increase in total annual imports of 53 million square yards, but 
had also diverted 49 million square yards from the United King¬ 
dom and 6 million square yards from other countries, and the 
rate of diversion had shown no signs of declining. 

The Commonwealth Government had to consider the serious 
effect upon Australian interests, and particularly primary produc¬ 
ing interests, if Japanese imports were to be allowed further to 
displace similar goods from the United Kingdom, or even to main¬ 
tain their existing level against the United Kingdom. At the time 
of the negotiation of the Ottawa Agreement in 1932, the United 
Kingdom Government had attached the greatest importance to 
the preferences to be accorded in respect of cotton and artificial 
silk piece goods. In view of Australia’s preferred position in the 
United Kingdom market, and the pressing necessity for its reten¬ 
tion, it was essential that the reciprocal preferences agreed to at 
the Ottawa Conference should be effective. The Government had 


therefore come to the conclusion, based upon the necessity to 
grant protection to British industry, and upon Australia’s com¬ 
plete reliance on the United Kingdom market for the absorption 
of her exportable surplus of all commodities which it was diffi¬ 
cult to sell, that the imports of low-priced foreign textiles could 

not be allowed to continue unchecked. 

To rectify the position the Commonwealth Government de¬ 
cided to review the duties on cotton and artificial silk textile 
piece goods in order to provide an actual margin of preference 
in favour of the United Kingdom. Owing to the difference in 
manufacturing costs between the Japanese goods and those of 
other manufacturers, the only means of securing an effective ad¬ 
justment was to alter the basis of the calculation of duties from 
ad valorem to specific rates. At the same time proposals were 
made to the Japanese Government through the Japanese 
tors for a trade agreement that a voluntary restriction should e 
imposed on the export of cotton and artificial silk piece goo s 
from Japan to Australia, the quantitative limit to be fixed at a 
figure which would provide Japan with a substantial share ot the 
Australian market in those textiles. This offer, together wi 
immediate and future benefits which would be afforded by the 

operation of the most-favoured-foreign-nation provisions of the 
proposed agreement would, in the opinion of the Commonwealth 
Government, have constituted a fair and equitable solution and 
the Tapanese Government was urged to give the proposal full 
consideration. It was felt that, after obtaining the guarantee of a 
substantial portion of the Australian market, Japanese manufac- 
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hirers would refrain from further indiscriminate price-cutting, 
with its consequent disorganisation of the textile trade in Aus¬ 
tralia, and, by maintaining prices at a remunerative level, would 
recoup much of the loss occasioned by a restriction in quantities. 

The efforts of the Commonwealth Government to arrange a 
solution of the problem by friendly negotiation on this basis were 
unavailing, as the Japanese Government refused to subscribe to 
any policy involving quantitative limitation of the export of cotton 
piece goods from Japan, and declined to consider any restriction 
on the export of artificial silk piece goods which would reduce 
the volume below that exported to Australia in 1935. The failure 
to adjust the matter by negotiation left the Commonwealth Gov¬ 
ernment with no option but to amend the duties on textiles, and 
the new rates were brought into operation on 23rd May, 1936, as 

part of the trade diversion policy instituted by the Commonwealth 
Government on that date. 12 

The existing duties on artificial silk piece goods were 20% British 
preferential tariff and 40% general tariff, plus 10% primage in both 
cases. The new duties were lfid. per square yard British prefer¬ 
ential tariff, 8d. intermediate tariff and 9d. general tariff, with 
provision for by-law admission at the rates of fid. B.P.T., 3d. I.T. 
and 3d. G.T. On cotton piece goods the existing duties were 5% 
B.P.T. and 25% G.T., together with a primage duty of 5% and 10% 
respectively. The new duties were fid. per square yard or 5% 
whichever the less, B.P.T., and on unbleached, bleached and 
printed piece goods respectively, 2fid., 2%d. and 3fid. I.T. and 2%d., 
3d. and 3fid. G.T. Primage duty on all these piece goods was 
removed under the British preferential tariff, in pursuance of the 
obligation incurred at Ottawa to do so with regard to British goods 

as finances permitted, and primage duty on imports at other rates 
was reduced from 10% to 5%. 

The Japanese Government was informed that, in imposing the 
higher duties, the Commonwealth Government had not aimed at 
the exclusion of Japanese textiles from Australia. The new rates 
were not considered to be prohibitive, but were framed with a 
view to permitting Japan to supply a substantial share of the 
total textile imports into Australia. The Japanese Government was 
further assured that the Commonwealth Government was pre¬ 
pared to review the position if the revised duties in fact proved 

to be so drastic in their effects as to result in an undue limitation 
on imports from Japan. 

As a retaliatory measure, and to force the Commonwealth Gov¬ 
ernment to reconsider its decision, an Imperial Ordinance under 
the Law Concerning the Adjustment of Trade and Safeguarding 
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of Commerce was promulgated in Japan on 25th June, 1936. The 
Ordinance provided for the licensing of wool, wheat and flour 
(the importation of which from Australia was thereupon pro¬ 
hibited), and the imposition of an additional surcharge of 50$ 
ad valorem on hides and skins, tallow, meat, butter, condensed 
milk and casein. 13 The effect of this Ordinance was to prohibit 
almost entirely the importation of Australian goods into Japan, 
and its severity was wholly disproportionate to the action taken 
by the Commonwealth Government in raising the textile duties. 
The Japanese Government at this stage expressed its willingness 


to resume negotiations. 

On 9th July, 1936, the Commonwealth Government applied 
restrictions, under the licensing system already in operation, on 
the importation of a number of commodities of Japanese origin, 
amounting to approximately 38% of Japan’s normal exports to 
Australia. 14 The object of the Government was to place both coun¬ 
tries on an equal footing for the purpose of such negotiations as 
might then be possible and, with a view to facilitating an early 
agreement on the matter, the Government renewed its offer to 
negotiate a settlement based on the voluntary restriction by Japan 
of the export of cotton and artificial silk piece goods to Australia. 

Negotiations were carried on at intervals during the subsequent 
months, and a settlement of the dispute was finally reached on 
26th December, 1936, the respective Governments, in an informal 
exchange of notes, setting out the steps each proposed to take to 
restore the normal flow of trade. The measures taken by the Jap¬ 
anese Government had resulted in the withdrawal of Japanese 
buyers from the Australian wool sales, with consequent temporary 
dislocation of the Australian wool trade, and also of the trade o 
other countries to which Japanese buying had been diverted, they 
also resulted in vigorous protests to the Commonwealth Govern¬ 
ment from Australian wool interests because of the failure o 
arrange a settlement which would not have adverse effects 
Australian wool disposals. However, average prices of Australian 
wool realised during the remainder of 1936 were quite satisfactory 
the buying of interests whose normal requirements would have 
been satisfied elsewhere but for increased Japanese competition 
in their normal markets compensating for the absence ofjapawse 

buyers. Australian recorded statistics or - e'A46 200 000 
exports of 2,490,000 bales of greasy wool valued at ^46 200 000 

while total exports of greasy wool during 1936-37 were 2,4yy,uw 

bales valued at £A55,156,000. The export price of Australian 

wheat in 1936-37 reached record levels. 

Under the arrangement arrived at between the two Govern 
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ments, the Japanese Government voluntarily took the following 
action as from 1st January, 1937: 15 

(1) Cancellation of the surcharge of 50% ad valorem and aboli¬ 
tion of the licensing system in respect of Australian goods; 

(2) Authorisation of importation into Japan from Australia 
during the period ending 30th June, 1938, of not less than 
800,000 bales of Australian sheep’s wool. 

(3) Adoption of measures to limit the quantity of Japanese 
cotton piece goods (other than calico for bag making, which 
was not subject to restriction) and Japanese artificial silk 
piece goods during the period ending 30th June, 1938, to 
76,875,000 square yards for cotton piece goods and 
76,875,000 square yards for artificial silk piece goods at the 
rate of 51,250,000 square yards for each of the two classes 
of piece goods per annum; 

(4) Adoption of measures to maintain orderly marketing of 
cotton and artificial silk piece goods in Australia. 


The Commonwealth Government on its part voluntarily took 
the following action as from 1st January, 1937: 

(1) Repeal of the restrictions on Japanese goods applied in 

July, 1936; 1 

(2) Reduction of the intermediate tariff rates on cotton and 

artificial silk piece goods imposed in May, 1936, and the 

accord to Japan of the benefits of the intermediate tariff on 
such goods; 

(3) Exemption from primage duty of Japanese cotton piece 

goods and artificial silk piece goods admissible under the 
tariff items concerned; 

(4) Authorisation of importation into Australia of the quanti 
ties of Japanese cotton and artificial silk piece goods in 
respect of which the Japanese Government had undertaken 
measures for limitation, such authorisation being dependent 
upon the satisfactory operation of the control system 
adopted in Japan, the orderly marketing of the goods in 
Australia and their equitable supply to Australian nationals 
(merchants and manufacturers) and to Japanese nationals. 


The duties referred to in (2) above were reduced as regards 
cotton piece goods, to lfid. (unbleached), Hid (bleached f jd 
d (printed dyed and coloured) per squL y^! 

artificial silk piece goods, to 4d. per square yard. The provision 
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for quantitative limitation of imports from Japan had removed 
the necessity of maintaining duties at the levels fixed in May, 1936. 
The duties were, however, retained on a specific rate basis, the 
incidence of which was more favourable to the higher priced 
British and European textiles than were the former ad valorem 
duties. 

Australian wool exports to Japan and the quantities of Japanese 
cotton and artificial silk piece goods exported to Australia 
amounted to approximately the volume of those goods entering 
into Australian-Japanese trade in 1934, but the quantity of wool 
provided for in the arrangement over eighteen months represented 
a reduction in the quantity of 762,000 bales exported to Japan in 
1935. The arrangement of 26th December, 1936, was a provisional 
measure only, and was based on the understanding that negotia¬ 
tions for a trade agreement between Australia and Japan would 
be resumed, and that provision would be made in the agreement 
to cover the question of the textile trade between the two countries. 

Negotiations for the conclusion of a comprehensive trade agree¬ 
ment between Australia and Japan were resumed in March, 1937, 
but no basis for such an agreement was arrived at before the 
expiration of the arrangement of 26th December, 1936, which 
operated until 30th June, 1938. A new temporary arrangement 
was accordingly effected by an informal exchange of letters. This 
arrangement came into force on 1st July, 1938, and had a currency 

of one year. 10 r 

Under the arrangement Japan permitted the importation or 

such a quantity of Australian wool as would correspond to two- 
thirds of the total quantity up to 500,000 bales imported from a 

countries, and such additional quantity as would co ^ es P ond \° 
three-fourths of the total imports in excess of 500,000 bales, i 


out restriction. 


as further provided that the difference between tne quamit/ 
iported into Japan during the period from 1st Januar 
)th Tune, 1938, and 600,000 bales would be imported in o Japan 
.ring .hi period of one year from 1st July, 1938. Tins add.t.onal 
rantity of approximately 144,600 bales was not to be taken mto 
msideration in determining Australia s wool allotment o 
isis of a proportion of total imports for the year. T orj0 npqe 

Ik piece goods quota. The quantity to be imported was fixedUs 

r aSal silk and codon piece goods. As in the p.ewous aria^ 
ien t calico for use in the manufacture of bags was admitted wi 
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Provision was made in the arrangement for a review by the 
Commonwealth Government of the textile piece goods quotas if 
it should appear at any time that the quantity of Australian wool 
to be imported into Japan during the year commencing 1st July, 
1938, would be less than 266,667 bales in addition to the quantity 
of approximately 144,600 bales representing the difference be¬ 
tween 600,000 bales and the quantity of Australian wool imported 
into Japan between 1st January, 1937, and 30th June, 1938. 

During the currency of the arrangement of 1938 the Japanese 
Government had informed the Commonwealth Government that, 
as a result of unexpected and abnormal circumstances which 
neither the negotiators nor the Governments could have foreseen 
in 1936, the Japanese Government had no alternative but to assume 
stringent control over imports of raw materials, and that a curtail¬ 
ment of Japanese importations of wool and other commodities was 
unavoidable. At the same time, the Japanese Government had 
assured the Commonwealth Government that it would do its 
utmost to facilitate the purchase of as much wool as possible in 
the Australian market. The Commonwealth Government had con¬ 
sidered that it had no alternative but to accept the position. Aus¬ 
tralian export statistics disclosed that, during the currency of the 
ariangement of 1938, total exports of Australian wool of all types 

to Japan amounted to some 240,000 bales only. 

The arrangement of 1938 was not renewed on its expiry on 
30th June, 1939. Owing to political and economic considerations 
in Japan, the Japanese Government was unwilling to bind itself 
in advance to permit the importation of a specified quantity of 
Australian wool, but voluntarily gave an undertaking that in the 
regulation of imports of wool into Japan from 1st July, 1939 
permits would be issued for imports of Australian wool to the 
extent of two-thirds of the total Japanese imports of sheep’s wool 
this proportion was the same as that guaranteed to Australia 
under the arrangement of 1938. The Japanese Government gave a 
further assurance that, in order to maintain orderly marketing of 
Japanese piece goods in Australia, it would continue from 1st 
July, 1939, to exercise the same control which had been in opera 
tion since 1st January, 1937, with respect to the export of textile 
piece goods to Australia. 17 These voluntary decisions of the Tan 
anese Government to regulate Japan’s trade with Australia in 
wod and textile piece goods did not require any reciprocal under¬ 
takings on the part of the Commonwealth Government. The system 
instituted by the Japanese Government in 1938 with regard to 
Japanese overseas trade, whereby imports were “linked” to exports 
and manufactures “linked” to their raw materials, no doubt Sad 
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some bearing on the reluctance of that Government to enter into 
commitments with the Commonwealth Government. 

The institution of import licensing on a wide scale in Australia 
on 1st December, 1939, as a war measure obviated the need, so 
far as Australia was concerned, for Japanese export control of 
piece goods. Imports of cotton and rayon piece goods were allowed 
to continue on the basis of values of imports for 1938-39, this 
being the year on which values of imports were based for purposes 
of the issue of licences. Previous understandings as to quantities 
were thus superseded. After the conclusion of arrangements with 
the United Kingdom for the disposal of Australian wool, shortly 
after the outbreak of war in Europe, wool was released to Japan by 
the British authorities in limited quantities on a monthly basis. 
The sale of other commodities entering into Australia’s export 
trade with Japan was affected in various ways by action taken in 
the interests of the Australian and Allied war effort. 

From September, 1940, when Japan entered into a pact with 
the Axis powers, trading relations between Australia and Japan 
were almost completely dominated by political considerations 
arising out of war conditions. On 8th December, 1941, Australia 
was at war with Japan, the formal declaration being made on 9th 
December. As from 24th May, 1945, the name of Japan, in common 
with those of other enemy countries, was deleted from the list of 
countries goods from which were subject to operative items 
of the intermediate tariff. 18 No action was taken to delete the items 
which became operative as a result of the trade arrangements 
with Japan from the list of operative items, so that the intermediate 
tariff still applied in respect of goods from other countries entered 
under those items. 

3. Relations with Germany to 1939 

After the conclusion of peace in 1919, Germany for several years 
was in a state of financial, economic and industrial uncertainty 
which militated against a quick resumption of normal trading 
relations with her. The factors which most affected her capacity 
to recover quickly in the foreign trade field were the heavy repara¬ 
tions payments imposed under the Peace Treaty, the inflation of 
1921-23, and the prejudice against German goods which persisted 
for several years after the conclusion of hostilities—German goods 
were prohibited imports into Australia until August, 1922, and 
German nationals were excluded from Australia until 1925. In 
addition, most of Germany’s customer countries, including Aus¬ 
tralia, had taken steps to counteract the effects of her depreciated 
currency by levying dumping duties against German goods. 19 



Relations with Germany to 1939 127 

By 1925 Germany’s currency was almost stabilised, and German 
manufacturers and exporters were straining every effort, with the 
active support of their Government, to recover markets which had 
been lost over the war and post-war period. 

In January, 1923, the period during which Germany had been 
prohibited under the Peace Treaty from altering her pre-war 
tariff came to an end, although nothing much was done immedi¬ 
ately with regard to the tariff as inflationary influences were at 
that time still operating. In January, 1925, the clauses in the 
treaty imposing for fi, e years the obligation on Germany to accord 
most-favoured-nation treatment to goods from Allied and Associ¬ 
ated States, including Australia, ceased to operate. 

Freed of the limitations on her economic action, Germany at 
once refused most-favoured-nation treatment to Australia and to 
several other countries which had taken discriminatory action 
against hei trade, this action being followed in succeeding years by 
increases in her general tariff against imports from countries 
which had not entered into trading arrangements with her, and 
the introduction of anti-dumping legislation against countries dis¬ 
criminating against her currency. Her policy seemed to be directed 
towards inducing such countries to enter into normal trading rela¬ 
tions with her. However, the Commonwealth Government which 
had no trading arrangement with Germany and had discriminatory 
legislation against her on the statute book, was not unduly worried 
about the denial of most-favoured-nation treatment to Australian 
goods entering Germany, since only a very small proportion of 
Australian exports to Germany were dutiable at a differential 
rate, and in any case the Government was reluctant to forfeit 
the right to impose dumping duties on German goods, which 
would have had to be abandoned as a prerequisite to the grant of 
most-favoured-nation treatment of Australian goods by Germany 

The little trouble which Australia was having in disposing of 
her principal export commodities resulted in a lack of interest in 
any advantages to be gained by reciprocal trading concessions 
rom foreign countries, although by 1925 tariff agreements had 
been concluded between Australia and New Zealand and Canada 
The intermediate tariff adopted in 1920 had apparently been 
introduced in the hope that exclusive benefits could be given to 
oreign countries in return for similar benefits to Australia but 
the almost universal adoption of the most-favoured-nation prin¬ 
ciple by overseas countries precluded the granting of exclusive 
benefits, even if such countries had been approached by the Com 

In 1929, however, the position changed radically, so far as 
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Australia’s trade with Germany was concerned. In that year some 
20% by value of Australian commodities imported into Germany, 
including wheat, became subject to new differential duties under 
the German tariff. The Commonwealth Government was 
approached by primary producing interests for action to counter¬ 
act the effects on Australia s markets in Germany of the preference 
given by Germany to other countries. 

Approaches by the German Government in 1927 and 1928 for 
a most-favoured-nation agreement in addition to intermediate 
tariff concessions had been rejected by the Commonwealth Gov¬ 
ernment on the grounds that exclusive tariff concessions could not 
then be granted to any one country. However, no action was taken 
to obtain reciprocal most-favoured-nation treatment until 1932, 
when all legislative measures discriminating against German goods 
were withdrawn, and the Commonwealth Government claimed 
most-favoured-nation treatment of Australian goods in Germany 
under the Anglo-German Treaty of Commerce and Navigation of 
1924, under which goods from any Dominion were entitled to such 
treatment if in fact the Dominion concerned accorded it.° From 
August, 1932, Australian goods received most-favoured-nation 
treatment so far as German tariffs were concerned, but by this time 
the German market for several Australian commodities had dis¬ 
appeared. Negotiations for tariff concessions to Germany were 
abortive, one of the considerations prevailing in 1932 being that 
tariff concessions could only be made to Germany at the expense 
of the Australian preferences to the United Kingdom and the 
Dominions. 

The impact of the depression on Germany, and the rapid deteri¬ 
oration of the German balance of payments position consequent 
on losses of markets after 1930, was at this time seriously affecting 
Germany’s capacity to pay for her imports, but Australian exports 
to Germany, according to Australian figures, continued to increase 
until 1933-34, German purchases of wool being almost solely re¬ 
sponsible for the increase. Australia never recovered her trade 
in grain and other products lost before 1932. 

On 30th June, 1933, Adolf Hitler was appointed Chancellor of 
the German Reich, this event marking the advent of the Nazi 
regime in Germany. 

The contraction in the volume of international trade in 1930, 
together with political unrest in Germany, had resulted in a con¬ 
tinuous fall in German export surpluses, and the flight of capital 
from Germany. The situation had deteriorated rapidly in 1931, 


• See p. 31 above. 
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and it was only by the institution of most stringent exchange con¬ 
trol, i.e., governmental restriction of the purchase of foreign 
exchange on the open market, that a complete collapse of the 
currency was avoided. The conditions created by the institution 
of exchange control by Germany (and by other countries) was 
the principal factor behind the establishment of the system of 
clearing agreements which became widespread during this period. 

In June, 1933, a law was passed in Germany imposing on all 
establishments combing and spinning sheep’s wool the obligation 
to use certain minimum quantities of home-produced wool. Pay¬ 
ment of compensation to firms suffering losses as a result of this 

compulsory use of the home-grown product was authorised under 
this law. 20 

In March, 1934, control and some curtailment of the purchase 
abroad of textile raw materials was instituted. Exchange restric¬ 
tions had not applied to such imports provided they were ap¬ 
proved, hut from 25th June, 1934, permits to import such raw 
materials did not give any right to the exchange necessary for 
their purchase, the importer being subject to the further restriction 
of being able to obtain only such exchange as was available from 
day to day. Under a Decree of June, 1934, an embargo on new 
purchases of raw and other wool was instituted, permits being 
still issued in respect of contracts concluded before 1st June, 1934. 

Wool could still be bought on German account on the basis of 
compensatory transactions. 

The Commonwealth Government came under considerable 
pressure from the wool industry as a result of the marked decline 
in German wool buying in 1934. German purchases for the five 
years ending in June, 1934, had represented 13% of total value of 
wool shipped from Australia, but in the first three months of 1934 
35 they had declined to 3-7% of such value. The danger of 
competition from wool substitutes was emphasised, and the 
Commonwealth’s preferential tariff policy as it affected German 
capacity to increase exports to Australia also came under fire 

The system under which Germany was then operating provided 

for barter on a 1 : 1 basis in respect of a limited list of products 

essential to the German economy. For other products the barter 

ratio was 1 : 3, German goods having to be imported into the 

foreign country concerned to a value three times as great as that 
of its exports to Germany. S S thdt 

In the House of Representatives on 6th December 1934 a 
statement was made by the Minister directing negotiations for 
trade treaties outlining the situation arising from Germany’s 
abstention from buying at the wool sales, and pointing out the 


130 Australia s Trade Relations 

difficulties arising from the German policy of buying from Aus¬ 
tralia only on a compensatory basis, and from the obvious fact 
that Australia could not suddenly become a large importer of 
German goods for the purpose of providing credits to enable 
Germany to buy. He indicated the need for protecting and main¬ 
taining the margins agreed to at Ottawa when, apart from wool 
and wheat, practically all Australia s surplus of primary products 
had to find a market in the United Kingdom, and the fact that 
imports from Germany would have to be confined mainly to 

articles of which Germany was almost exclusively the producer 
and exporter . 21 

The measures embarked on about this time marked the begin¬ 
ning of a German self-sufficiency drive, and the Commonwealth 
Government had been approached in August, 1934, by the German 
Government with a view to Australian imports from Germany 
being increased to enable Germany to increase her wool purchases 
in Australia. I hese attempts on the part of the German Govern¬ 
ment to bargain on a compensatory basis continued until shortly 
before the outbreak of war in 1939, but the Commonwealth Gov¬ 
ernment stood firm in its refusal to bargain on the basis of wool 
sales, and refused to be influenced by pressure brought to bear 
from time to time by Australian exporting interests, including the 
wool industry. One of the considerations which led the Common¬ 
wealth Government in later negotiations to refuse an agreement 
with Germany on what was virtually a pound for pound basis was 
the necessity of Australia meeting her financial obligations abroad 
out of a surplus from exports. Such an agreement would have 
affected Australia’s relations with foreign countries which were 
far better customers for Australia’s export commodities than Ger¬ 
many was. The Commonwealth Government never objected to 
private barter transactions between Australian and German in¬ 
terests. 

The German undertaking of 1932 to accord most-favoured¬ 
nation treatment to Australian goods became almost worthless 
soon after that undertaking was given. The absolute control of 
the German import trade assumed in 1933 and 1934 made prefer¬ 
ential tariff treatment almost meaningless so far as it affected 
German markets for Australian goods, and German import con¬ 
trols were not exercised in accordance with any system which 
gave equitable quotas to supplying countries. Moreover, the 
German adherence to the gold standard in spite of devaluation of 
sterling and the dollar constituted too valuable an asset for the 
purpose of obtaining cheap imports for the standard to be dis¬ 
carded, and although Germany’s export difficulties were accentu- 
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atecl by the comparatively high prices of her goods, ultimately 
her net gain was considerable, though mainly at the expense of 
countries having contractual relations with her. 

In 1934-35 there was a drop in values of recorded exports from 
Australia to Germany to a little more than one-sixth of values 
recorded for the previous year, giving Australia an adverse trading 
balance with Germany for the first time for many years. This bal¬ 
ance was maintained until the outbreak of war in 1939, with the 
exception of two years in which it was apparently convenient for 
Germany to buy wool direct from Australia to a degree that 
allowed of a moderate balance in favour of Australia. The terms 
of trade between Australia and Germany conformed with the gen¬ 
eral “closed economy” policy which Germany had been pursuing 
successfully since 1934 under the economic administration of 
Dr. Schacht and his successors. There was, however, a steady 
increase in values of German goods imported into Australia up 
to the time of the outbreak of hostilities. Much of this trade was 
subsidised by the German Government, and values were known to 
be mis-stated and not in accordance with Australian requirements, 
but no action was taken to impose dumping duty by Australia,' 
although complaints had been received by the Commonwealth 
Government with regard to prices of German goods, and the 
German Government had refused to allow free enquiries into 
prices in Germany by Australian customs officers. The refusal 
formally to accept German values for duty purposes had been one 
of the main reasons for the breakdown of negotiations between 
Australia and Germany in 1935, when an Australian delegation 
had conducted preliminary negotiations in Europe with the Gov¬ 
ernments of several European countries, and was a factor in the 
failure of later negotiations. 


The wisdom of Australia’s refusal to enter into binding compen¬ 
satory arrangements with Germany was ultimately amply demon¬ 
strated. Almost all countries which did so suffered from the 
freezing of credits in Germany which accrued from their exports 
to that country. Many countries were forced to buy from Germany 
at prices far above those at which similar goods were offering from 
other countries, in order to liquidate their credits in Germany. 
Others, such as Brazil, virtually broke off trading relations with 
Germany and thus cut their losses. South Africa (which the Ger 
mans had urged Australia to follow) was left with a substantial 
unexpended balance in Germany when war broke out in 1939 
In many cases the German attitude towards other countries 
amounted to direct repudiation of German obligations. Several of 
the Balkan States were, in order to reduce their credits in Ger- 
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many, forced to take German goods and resell them to other coun¬ 
tries at a loss. 

On 1st January, 1937, the trade agreements of 1936 between 
Australia and France, Belgium and Czechoslovakia came into 
force. The intermediate tariff and primage concessions negotiated 
with those countries under the agreements were extended by Pro¬ 
clamation to a long list of countries, Germany being included in 
the list with the other countries bound by the “Nevertheless” 
clause in British treaties. Concessions to Switzerland under the 
agreement of 1938 between Australia and that country were sub¬ 
sequently extended to all countries receiving most-favoured-nation 
benefits, including Germany. As from 15th October, 1935, the 
United States Government had excluded German goods from 
most-favoured-nation treatment in the United States, under a 
provision of the United States Tariff Act permitting such exclu¬ 
sion in the case of countries which discriminated against the 
commerce of the United States “or whose other acts and policies 
(were) in conflict with the purposes of the (Reciprocal Trade 
Agreements) Act”. 22 

In 1938-39 French goods cleared through the Australian 
customs, under tariff items in accordance with which concessional 
rates of duty resulting from her agreement of 1936 with Australia 
were paid, amounted in value to some £stg550,000. German 
goods cleared under such items in that year amounted in value to 
over ,£stg600,000. It is reasonable to assume that in addition 
Germany was also receiving further extensive unnegotiated bene¬ 
fits from concessions negotiated with Australia by Belgium, 
Czechoslovakia, Switzerland and Japan from 1936 to 1938. Total 
recorded German imports into Australia in 1938-39 were valued 
at £stg4,100,000. Any tariff agreement negotiated with Germany 
after 1938 could obviously have covered a much reduced field so 
far as new operative benefits were concerned, since a very large 
proportion of obtainable concessions was already being enjoyed 
by Germany without her having negotiated for them. 

By 1939 Germany had little to complain of in her trading 
relations with Australia. She had maintained her trading balance 
at a satisfactory level, was in a more or less privileged position 
so far as Australian requirements on value for duty were con¬ 
cerned, and was in fact enjoying all concessional rates of duty in 
force. An agreement with Australia would only have bound Aus¬ 
tralia’s existing concessions to her together with limited additional 
benefits, and any negotiations with Australia would inevitably 
have resulted in awkward discussions as to Australia’s rights to 
most-favoured-nation treatment of her goods in Germany, which 
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undoubtedly were not receiving such treatment in the generally 
accepted sense of the term. 

Australia declared war on Germany on 3rd September, 1939. 
On 24th May, 1945, the name of Germany, in common with those 
of other enemy countries, was deleted from the list of countries 
goods from which were entitled on importation into Australia to 
the benefits of operative intermediate tariff rates and primage 
concessions. In the absence of a formal peace settlement, the 
operation of the Treaty of Commerce and Navigation of 1924 
between the United Kingdom and Germany remains suspended. 


4. Relations with Italy, Norway and Ireland 
Italy 

Up to the time of the outbreak of war with Italy on 10th June, 
1940, Australia’s commercial relations with that country had been 
governed by the Anglo-Italian Treaty of Commerce and Naviga¬ 
tion of 1883, which applied to the Commonwealth as a result°of 
the accession thereto in 1884 of all the Australian colonies except 
South Australia. Under this treaty Australia was entitled to receive 
most-favoured-nation treatment from Italy on the basis of 
reciprocity, in matters affecting trade, commerce and navigation. 

The treaty had been a source of embarrassment to the Common¬ 
wealth Government on a number of occasions during the period 
it was in force, and proposals over the years to terminate it so 
far as Australia was concerned had not been carried through 
because of possible adverse repercussions on Australia’s trade 
with Italy. The course of events leading to its eventual termination 
in 1947 has already been discussed in Chapter II of this work 

Italy’s dependence on overseas trade for raw materials had 
always been one of her major problems. In good harvest years 
sufficient food had been grown in the country, but a permanent bar 
to complete national economic self-sufficiency was her lack of fuel 
metals and fibres. The Nationalist Government had since its acces’ 
sion to power in 1922, put forward every effort to increase Italy’s 
domestic resources, and the inauguration of the “Battle of the 
Grain” was only one manifestation of this effort. 

In the years before the world economic crisis, Italy had adopted 
a policy of low tariffs and bilateral commercial treaties aimed at 
mutual reduction of trade barriers. The intensification of the 
campaign for self-sufficiency, however, had necessitated the 
imposition of high tariffs and of quotas, and by 1932 It-ilv horl rv 
of the highest tariffs in the world. 7 aly had ° ne 

In 1934 steps were taken by the Italian Government with a view 
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to the rectification of Italy’s adverse balance of trade with foreign 
countries, which had persisted over a number of years. There had 
been a tendency for imports to increase and for exports to decline 
in 1933, and this tendency became more marked in 1934. On 
14th April of that year a decree law was passed giving to the 
Government powers to curtail the importation of certain raw 
materials, including wool. In the following November quotas 
were imposed on certain other goods, mainly raw materials. These 
measures were imposed with a view to persuading supplying 
countries to take more Italian goods. A policy of deflation and a 
system of exchange control were also embarked on in 1934. 
Special compensatory taxes were imposed on goods coming from 
countries which did not extend preferences to Italian products. 

Until 1934 Italy had been one of the largest foreign buyers of 
Australian goods. Wool had been the principal item in the trade, 
although up to 1932 Italy had provided an important market for 
Australian wheat. Cattle hides, tallow and meat had also been 
imported from Australia in substantial quantities. Australia’s re¬ 
corded exports to Italy from 1930-31 to 1933-34 had averaged 
£stg3,000,000 in value per annum, while her imports over that 
period had averaged some £stg600,000 per annum. 

Approaches to the Commonwealth Government for tariff con¬ 
cessions to form the basis of a trade agreement were made by 
the Italian Government, through the Consul-General in Sydney, 
in June, 1933. The Italian Government had previously made 
requests of a general nature to the Commonwealth Government. 
The Commonwealth Government had naturally not been prepared 
to engage in negotiations with foreign countries until after the 
Ottawa Conference of 1932. After the conclusion of the Ottawa 
Agreement, the Commonwealth Government being committed to 
a policy of preference to the United Kingdom and to an extensive 
revision of the tariff, it was impracticable to attempt to carry on 
detailed tariff negotiations with any country until a stable basis 
for such negotiations had been attained. This position was not 
reached until 1934, when a Minister in charge of trade treaty 
negotiations was appointed. 

The Commonwealth Government, in reply to statements by 
Italian interests, both official and unofficial, alleging tariff dis¬ 
crimination on the part of the Commonwealth against Italian 
goods, pointed out that Italian products had always been subject 
to the same tariff treatment as the products of every country 
outside the British Commonwealth of Nations. It was also pointed 
out that the Commonwealth was under an obligation, under the 
terms of the Treaty of Commerce and Navigation of 1883, to 
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accord most-favoured-nation tariff treatment to Italian goods, and 
that that obligation had been faithfully observed. Many Italian 
requests for tariff concessions, particularly with regard to piece 
goods and yarns, had been of such a nature that they could not be 
granted without infringing Australian treaty obligations to the 
United Kingdom under the Ottawa Agreement of 1932. In any 
case, it seemed that Italian action for the rectification of tlio 
balance of trade with Australia must inevitably result in discrim¬ 
inatory action against Australian products which would contra¬ 
vene Australia’s rights to most-favoured-nation treatment under 
the treaty of 1883. 

Early in 1935 negotiations were opened by the Commonwealth 
Government with the Consul-General of Italy with a view to 
the conclusion of a trade agreement, this approach being one of 
those made to several European countries at that time. The con¬ 
cessions offered to Italy included duties on certain commodities 
based on the “A” level recommendations of the Tariff Board,” 
with a reservation of the right to except particular items in certain 
circumstances, and reductions in revenue duties on certain items 
of interest to Italy. Italy was also offered an equitable share of 
Australia s import trade in sulphur, and concessions with regard 
to the importation of lemons, olive oil, and other products of 
special interest to Italy. In return, the Commonwealth Govern¬ 
ment requested most-favoured-nation treatment for Australian 
goods entering Italy. It was also requested that, where quantitative 
regulation of importation was applied by Italy to certain goods 
of interest to Australia, Italy should allocate to Australia a speci¬ 
fied percentage of the total import quota. The goods in question 
included wool, wheat, flour, cattle hides, sheepskins and meat 
It was further requested that no restrictions be imposed on the 
importation into Italy of sheep’s wool and sheepskins unless 

imports of those commodities from other countries were similarly 
restricted. 1 y 


In the early months of 1935, a new licensing system had been 
adopted in Italy which amounted to nationalisation of foreign 
trade. The object of the Italian Government was to restrict 
imports of non-essential articles, to use imports as a bartering 
weapon for the expansion of exports, to balance trade with indi 
vidual countries, and through these means to maintain the inter 
national value of the currency. Additional goods, including wheat 
and wheaten flour and fresh and frozen meat, were proclaimed as 
prohibited imports in the absence of a permit for their importa 
tion. Australia’s recorded exports to Italy for 1934-35 declined in 


0 See p. 82 above. 
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value to £stg796,000 from an average of £stg3,000,000 for the 
previous four years, and amounted to £stg551,000 in 1935-36. 
Recorded imports in those two years were valued at £stg557,000 
and <£stg444,000 respectively, as compared with average imports 
valued at some £stg600,000 for the previous four years. 

Later in 1935 there was a meeting in Switzerland between the 
Australian Minister in charge of trade treaty negotiations and a 
representative of the Italian Department of Economic Affairs, to 
whom the concessions which Australia could offer and the bene¬ 
fits sought by Australia were communicated. A reply was later 
received from Rome in which it was stated that the concessions 
offered by the Commonwealth Government were not such as 
would be likely to bring about a substantial increase in Italian 
exports to Australia, and in any case did not in the opinion of the 
Italian Government constitute adequate compensation for the 
guarantees and advantages sought by the Commonwealth Gov¬ 
ernment. 

As a result of the decision of the League of Nations Assembly 
on 9th October, 1935, that in her dispute with Ethiopia Italy 
had had recourse to war contrary to her engagements under the 
Covenant of the League, the Commonwealth Parliament passed 
the Sanctions Act 1935. A regulation made under the Act prohi¬ 
biting the importation of Italian goods and the export of goods 
to Italy without the consent of the Minister for Trade and Customs 
came into force on 18th November, 1935. Certain goods were 
excepted from the operation of the regulation. The imposition of 
sanctions interrupted the negotiations of 1935, which were never 
resumed. On the conclusion of the Italo-Ethiopian War the Sanc¬ 
tions Act was repealed and ceased to have effect on 15th July, 1936. 

The economic sanctions brought into force by the large majority 
of members of the League, including Australia, had the effect 
of depriving Italy of important markets for her exports. The 
measures taken since 1933 had not achieved their object, and the 
problem of the adverse trade balance was accentuated by the 
necessity of importing raw materials for war purposes. On 11th 
November, 1935, a Decree was issued by the Italian Government 
bringing Italy's foreign trade under still closer control. Imports 
of commodities subject to licence from countries imposing sanc¬ 
tions were reduced to the minimum compatible with the indis¬ 
pensable requirements of the country, and imports from those 
countries of most other commodities were completely prohibited. 
Under a Decree of 29th January, 1936, wool, hitherto admitted 
free of customs duty, was subjected to a heavy duty. A Decree of 



Relations with other Countries 


137 


20th June, 1936, suspended this duty, the importation of wool 
remaining subject to licence. 

In 1936-37 Italy resumed her buying of Australian wool in 
substantial quantities, and in 1936-37 and 1937-38 there were 
also substantial wheat shipments to Italy from Australia. Italy 
was included in the list of countries accorded the benefits of the 
intermediate tariff and primage concessions in respect of her goods 
imported into Australia as from 1st January, 1937. Her exports to 
Australia therefore benefited considerably from the concessions 
negotiated by other foreign countries in 1936 and 1938. On 4th 
September, 1939, the list of controlled exports from Italy was 
expanded, and imports into Australia of Italian edible nuts, vege¬ 
table fibres, olive oil, essential oils and machinery decreased con¬ 
siderably as compared with the previous year’s figures, while 
imports of hides and skins ceased entirely. On 10th June, 1940, 
Italy was at war, and on 24th May, 1945, the name of Italy, in 
common with those of other enemy countries, was deleted from 
the list of countries entitled to receive the benefits of the inter¬ 
mediate tariff and primage concessions. 

Norway 

Norway was a country with which Australia, before the out¬ 
break of war in 1939, had regularly an adverse balance of trade, 
although not one of any great dimensions. As a result of this per¬ 
sistent adverse balance, and of the published policy of the then 
Norwegian Government, which was embarking on the establish¬ 
ment of a planned economy which it was feared could result in 
discriminatory treatment of Australia’s export products, Norway 
was omitted from the list of countries given the benefit of Aus¬ 
tralian intermediate tariff rates and primage concessions pro¬ 
claimed to operate on 1st January, 1937. There was no obligation 
on the Commonwealth Government under any international com¬ 
mitment to accord to Norwegian products most-favoured-foreign- 
nation treatment on their importation into Australia. 

Negotiations took place during 1937 between the Common¬ 
wealth and Norwegian Governments through the Norwegian 
Consul-General in Sydney, as a result of which assurances were 
received from the Norwegian Government that as regards tariff 
rates and the issue of import licences goods of Australian origin 
would receive, on importation into Norway, treatment as favour¬ 
able as that accorded to any foreign country. The assurances were 
followed by the proclamation of Norway as a country goods from 
which, as from 4th February, 1938, would receive the benefits of 
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the operative provisions of the Australian intermediate tariff and 
of primage concessions accorded to other countries. 

The benefits were to be enjoyed by Norway for a period of at 
least one year, but it was made a condition to the grant of con¬ 
cessions by Australia that negotiations should be entered into 
for the conclusion of a commercial agreement between Australia 
and Norway before the expiration of that period. 23 Negotiations 
were unavoidably delayed until May, 1939, but they continued 
until early in 1940, when it was decided that they should be post¬ 
poned until the resumption of normal trading conditions. It was 
agreed that in the meantime most-favoured-nation treatment 
should continue to be applied by each country to goods arriving 
from the other. 

Republic of Ireland 

The development of commercial relations between Ireland and 
Australia has been largely determined by the degree to which 
Australian primary production complements and supplements 
that of Ireland. Both are large producers and exporters of bacon 
and dairy products, but Ireland is unsuitable for the large-scale 
cultivation of wheat, and her climate is not favourable for the 
growth of fruit. Accordingly, while there is no market in Aus¬ 
tralia for Ireland’s staple exports, Australian wheat and fruit can 
supply the deficiency in the Irish economy. 

Australian trade with Ireland has always been relatively small, 
with the balance heavily in Australia’s favour. Statistical infor¬ 
mation relating to Ireland’s external trade has always been 
unsatisfactory, particularly with regard to her trade with the Dom¬ 
inions. Through long-established usage the exchange of goods 
takes place mainly through the United Kingdom market, with 
the exception of wheat, which is exported from Australia in bulk 
and is generally consigned direct to Ireland. 

Under the existing provisions of the customs legislation of the 
Commonwealth, Ireland is treated as if it were portion of the 
United Kingdom, and as a result Irish goods on importation into 
Australia are dutiable at British preferential tariff rates. Ireland 
reciprocates by according admission at preferential rates of duty 
to Australian products. The exchange of concessions between 
the two countries remains on a voluntary basis, since no trade 
agreement has been concluded between Australia and the Re¬ 
public of Ireland. 

At various times proposals have been made for the conclusion 
of a trade agreement with Ireland. In 1928 the Irish Government 
was approached by the Commonwealth Government with a sug- 
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gestion that since Irish goods were admitted into Australia at 
British preferential rates of duty, Ireland might consider widening 
the margin of preference on certain products of interest to Aus¬ 
tralia’s export trade. No agreement, however, was reached. The 
matter was again discussed in 1932 at Ottawa, but as at that time 
Ireland had not composed her differences with the United King¬ 
dom in the economic sphere, it was thought expedient to wait until 
she had done so. 

Another proposal for a formal agreement was made in 1934, 
and a further one in 1938, when Ireland partially abandoned her 
high tariff policy and concluded a trade agreement with the 
United Kingdom. Negotiations were once again opened between 
the Commonwealth and Ireland, the proposals providing for the 
reciprocal grant of minimum rates of duty, the reduction of duty 
on certain specific products and the maintenance of existing pref¬ 
erence margins. However, no finality was reached before the out¬ 
break of war in 1939, and further negotiations were deferred in 
1942, since war conditions had resulted in an almost total cessation 
of trade between Australia and Ireland. 21 


1 . 

2 . 


3. 

4. 

5. 

6 . 

7. 

8 . 

9. 

10 . 

11 . 

12 . 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20 . 
21 . 
22 . 

23. 

24. 


REFERENCES 

Public—No. 316-73D Congress, H.R. 8687. 

For general developments after the Ottawa Agreement see C’wealth 
Hansard, 1st April, 1936, pp. 745-7. 

C’wealth Hansard, 22nd May, 1936, pp. 2211-18. 

American Import and Export Bulletin, August, 1936, p. 46. 

C’wealth Hansard, 7th December, 1937, pp. 295-6. 

C’wealth Hansard, 7th December, 1937, pp. 302-4. 

For text see U.K.T.S. No. 3 of 1940. 

C’wealth Hansard, 18th November, 1938, pp. 1713-16. 

C’wealth Hansard, 17th February, 1943, p. 747. 

For texts of these treaties see U.K.T.S. Nos. 15 of 1911 and 22 of 1927 
respectively. 

See Chapters V and VI above. 

C’wealth Hansard, 22nd May, 1936, pp. 2214-16, 2227. 

C’wealth Year Book , 1937, p. 494. 

C’wealth Statutory Rules 1936, No. 92. 

Annual Report of the Department of External Affairs, 1936, pp 96-7 
Annual Report of the Department of External Affairs, 1938, pp 100-1 
Annual Report of the Department of External Affairs, 1939, n 107 
C’wealth Gazette of that date. ’ ’ 1 ’ 

Australian Customs Iariff (Industries Preservation) Act 1921 -iml 
C wealth Year Book, 1926, p. 197. 

Board of Trade Journal, 22nd June, 1933. 

C’wealth Hansard, 6th December, 1934, p. 842. 

American Import and Export Bulletin, October, 1935, p. 102. 

Annual Report of the Department of External Affairs 1938 p 96 

Annual Report of the Department of External Affairs, 1938, p 104.’ 



CHAPTER VIII 


The Havana Charter 


1 . Post-War Developments in the International Economic Field- 
ilie Havana Charter and the General Agreement on Tariffs 
and Trade 

The genesis of the programme of international economic co-opera¬ 
tion which has been steadily pursued in the post-war years from 
1945 is to be found in the Atlantic Charter of 14th August, 1941, 
and Article VII of the Mutual Aid Agreement of 23rd February, 
1942, between the United States of America and the United 
Kingdom. 

Clauses 4 and 5 of the Atlantic Charter, 1 which set out common 
principles to be followed in the national policies of the United 
Kingdom and the United States of America in relation to trade 
and international economic relations, read as follow: 

“(4) They will endeavour, with due respect to their existing obliga¬ 
tions, to further the enjoyment by all States, great or small, 
victor or vanquished, of access on equal terms to trade and raw 
materials of the world which are needed for their economic 
prosperity. 

(5) They desire to bring about a full collaboration between all 
nations in the economic field, with the object of securing for all 
improved labour standards, economic advancement and social 
security.” 

The words “with due respect to their existing obligations” in (4) 
above were inserted at the instance of the British Prime Minister 
for the purpose of safeguarding the system of Imperial preference. 2 

Article VII of the Mutual Aid Agreement between the United 
Kingdom Government and the United States Government 3 is in 
the following terms: 

“In the final determination of the benefits to be provided to the 
United States of America by the Government of the United Kingdom 
in return for aid furnished under the Act of Congress of the 11th 
March, 1941, the terms and conditions thereof shall be such as not 
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to burden commerce between the two countries, but to promote 
mutually advantageous economic relations between them and the 
betterment of world wide economic relations. To that end they shall 
include provision for agreed action by the United States of America 
and the United Kingdom, open to participation by all other coun¬ 
tries of like mind, directed to the expansion, by appropriate inter¬ 
national and domestic measures, of production, employment, and the 
exchange and consumption of goods, which are the material founda¬ 
tions of the liberty and welfare of all peoples; to the elimination of 
all forms of discriminatory treatment in international commerce, 
and to the reduction of tariffs and other trade barriers; and, in general, 
to the attainment of all the economic objectives set forth in the 
joint declaration made on the 14th August, 1941, by the President 
of the United States of America and the Prime Minister of the 
United Kingdom. 

“At an early convenient date, conversations shall be begun between 
the two Governments with a view to determining, in the light of 
governing economic conditions, the best means of attaining the 
above-stated objectives by their own agreed action and of seeking 
the agreed action of other like-minded Governments.” 


The Commonwealth Government subscribed to these principles 
in an Exchange of Notes which took place on 3rd September, 1942, 
between the Australian Minister at Washington and the United 
States Secretary of State. 4 Twelve other Governments also con¬ 
cluded agreements with the United States in which the principles 
were adopted. The notes signed at Washington also formed the 
basis of the Australian arrangements with the United States for 
providing reciprocal aid. 


The creation of a permanent Food and Agriculture Organisation 
was recommended by a conference which took place at Hot 
Springs, Virginia, U.S.A., in May, 1943, on the initiative of the 
United States Government. This conference was attended by 
experts in nutrition, agriculture and economics from forty-four 
United and Associated Nations, Australia being represented by 
a team of experts. The conference showed that it was fully aware 
of the importance of developments in the field of international 
trade to the solving of problems connected with food and agri¬ 
culture, and recommended to Governments that they should agree 
to reduce barriers of every kind to international trade, and to elim¬ 
inate all forms of discriminatory restriction in this field as effec 
tively and as rapidly as possible. The conference resulted in the 
setting up in July, 1943, of a United Nations Interim Commission 
on Food and Agriculture. The Food and Agriculture Organisation 
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of the United Nations came definitively into existence on 16th 
October, 1945. 5 

In the meantime international consultations had been proceed¬ 
ing in the fields of currency stabilisation, investment for recon¬ 
struction, and commercial policy generally. During 1942 plans for 
a currency stabilisation fund had been discussed on an expert 
level between the United States and the United Kingdom Gov¬ 
ernments, and early in 1943 proposals to serve as a basis for dis¬ 
cussion at a general conference were submitted to a number of 
countries, including Australia. 0 Most of the countries approached 
submitted their views, Australian officials taking part on two 
occasions in London in talks with other British Commonwealth 
representatives, and also in informal talks with officials of the 
United States Government. 

As a result of all these discussions, a “Jm nt Statement of Experts 
on the Establishment of an International Monetary Fund of the 
United and Associated Nations” was prepared, the experts in¬ 
cluding representatives of the United Kingdom, the United States, 
the Soviet Union and China. 7 The Joint Statement was published 
by the United States, the United Kingdom and some other coun¬ 
tries on 21st April, 1944. A draft outline of a proposal for a Bank 
for Reconstruction and Development of the United and Associated 
Nations had also been prepared by United States experts, and 
circulated on 24th November, 1943. These documents formed the 
basis of the work of the United Nations Monetary and Financial 
Conference which opened at Bretton Woods, U.S.A., on 1st July, 
1944. 

The Commonwealth Government accepted the invitation of the 
United States Government to be represented at the conference, 
which was attended by technical advisers from the forty-four 
countries of the United Nations. The conference resulted in the 
formulation of the Articles of Agreement of the International 
Monetary Fund and the Articles of Agreement of the International 
Bank for Reconstruction and Development. 8 

The purposes of the Fund are to promote international mone¬ 
tary co-operation and exchange stability, to maintain ordinary 
exchange arrangements among members, and thus to contribute 
towards the removal of exchange restrictions. The Fund also seeks 
to facilitate expansion of world trade as a means of promoting high 
levels of employment and income, and of developing the produc¬ 
tive resources of its members. The Fund has collaborated with 
member Governments to establish exchange rates fixed in a ratio 
to gold and the United States dollar, but changes by more than 
10 % in these rates must be approved by the Fund’s Board of Execu- 
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tive Directors. Members may exchange limited amounts of their 
own currencies for other national currencies held by the Fund, 
for approved purposes. 

The purposes of the Bank are to assist post-war reconstruction 
and economic development by facilitating productive investment, 
and to promote the long-range balanced growth of international 
trade. The Bank functions either by making or participating in 
direct loans out of its own funds, or out of funds raised in the 
market of a member, or otherwise borrowed, or by guaranteeing, 
in whole or in part, loans made by private investors. 

Both the Fund and the Bank were established on 27th Decem¬ 
ber, 1945, when representatives of twenty-eight countries had 
ratified the Articles of Agreement. An Act (the International 
Monetary Agreements Act 1947) 9 to approve of Australia becom¬ 
ing a member of the Fund and of the Bank, and to make provision 
for implementing her membership, was passed by the Common¬ 
wealth Parliament and assented to on 2nd April, 1947. The Act 
authorises the Treasurer to borrow amounts required to be paid 
by Australia by reason of its membership of the Fund and the 
Bank, to issue securities, and to pay charges. Australia’s applica¬ 
tions for membership of the Fund and of the Bank were approved 

on 25th May, 1947. 

The Bretton Woods Conference had recognised that close 
co-ordination between monetary and commercial policies necessi¬ 
tated parallel action in other fields, and adopted the following 
recommendation to the participating Governments: 

“That, in addition to implementing the specific monetary and finan¬ 
cial measures which were the subject of this Conference, they 
seek, with a view to creating in the field of international economic 
relations conditions necessary for the attainment of the purposes of 
the Fund and of the broader primary objectives of economic policy, 
to reach agreement as soon as possible on ways and means whereby 
they may best: 

1. reduce obstacles to international trade and in other ways pro¬ 
mote mutually advantageous international commercial relations; 

2. bring about the orderly marketing of staple commodities at prices 
fair to the producer and consumer alike; 

3. deal with the special problems of international concern which 
will arise from the cessation of production for war purposes; and 

4. facilitate by co-operative effort the harmonisation of national 
policies of member states designed to promote and maintain high 
levels of employment and progressively rising standards of living.^ 10 

Since 1942 United States Government officials had been engaged 

I 4 
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in preparatory work in the commercial policy field with a view 
to the implementation of Article VII of the Mutual Aid Agreement 
in that direction. This preparatory work formed the basis of 
exploratory conversations between United States and United 
Kingdom and Canadian experts, the first talks with United King¬ 
dom officials taking place at Washington in September and 
October, 1943, and those with the Canadians in January and 
February, 1944. 11 The conversations were continued in London 
and Ottawa in 1945, and culminated in the “Proposals for Con¬ 
sideration by an International Conference on Trade and Employ¬ 
ment”, issued at Washington on 6th December, 1945. 12 

In September, 1945, formal negotiations had begun between 
officials of the United States and United Kingdom Governments 
with a view to the settlement of major problems affecting basic 
economic and financial relations between the two countries, in 
the light of the provisions of Article VII of the Mutual Aid 
Agreement. Agreement was reached for a loan to the United King¬ 
dom of 3,750 million dollars for the purposes of helping the 
United Kingdom to overcome the difficulties of the post-war 
transition, and to assume, as rapidly as possible, the obligations 
of multilateral trade. Agreement was also reached on the settle¬ 
ment of lend-lease accounts, the disposal of surplus war property, 
and the broad principles of commercial policy for which the two 
Governments would seek general international support. The finan¬ 
cial and other agreements were signed on 6th December, 1945, 13 
the day the Proposals setting out the principles of commercial 
policy were issued. Australian officials had, with those of the other 
Dominions, participated in the consultations which had led up 
to the formulation of the Proposals, but the discussions in Wash¬ 
ington preceding the publication of the United States document 
were conducted on behalf of the United Kingdom alone. 

The Proposals suggested the founding of an International Trade 
Organisation of the United Nations, the members of which would 
undertake to conduct their commercial relations in accordance 
with rules laid down in the Charter of the organisation. They 
affirmed the principle of unconditional most-favoured-nation 
treatment, and laid down for adoption rules intended to govern 
tariffs and preferences, quantitative trade restrictions, subsidies, 
state trading, exchange control, restrictive business practices and 
inter-governmental commodity arrangements. General principles 
were formulated with respect to the maintenance of full employ¬ 
ment and international co-operation in employment matters. 

The United Kingdom Government, in a Joint Statement of 6th 
December, 1945, 14 by both Governments regarding the under- 
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standing reached on common policy, indicated that it was in full 
agreement on all important points in the Proposals, and accepted 
them as a basis for international discussion. The two Govern¬ 
ments also agreed upon procedures for the international negotia¬ 
tion and implementation of the Proposals. To this end they under¬ 
took to begin preliminary negotiations at an early date between 
themselves and with other countries for the purpose of developing 
concrete arrangements to carry out the Proposals, including defini¬ 
tive measures for the relaxation of trade barriers of all kinds. 

In his statement to the House of Commons on the economic and 
financial agreements of 1945, made on 6th December, 1945, the 
Prime Minister of the United Kingdom drew special attention to 
the section of the Proposals dealing with tariffs and tariff prefer¬ 
ences. Section B of Chapter III of the Proposals reads as follows: 

“1. Import Tariffs and Preferences. In the light of the principles set 
forth in Article VII of the mutual aid agreements, members should 
enter into arrangements for the substantial reduction of tariffs and 
for the elimination of tariff preferences, action for the elimination 
of tariff preferences being taken in conjunction with adequate 
measures for the substantial reduction of barriers to world trade, 
as part of the mutually advantageous arrangements contemplated in 
this document. 

“As an initial step in the process of eliminating tariff preferences 
it should he agreed that: 

a. Existing international commitments will not be permitted to 
stand in the way of action agreed upon with respect to tariff 
preferences. 

b. All negotiated reductions in most-favoured-nation tariffs will 
operate automatically to reduce or eliminate margins of pref¬ 
erence. 

c. Margins of preference on any product will in no case be 
increased and no new preferences will be introduced.” 

The Prime Minister drew attention to the fact that the Proposals 
made it clear that, in pursuit of the objectives of Article VII of the 
Mutual Aid Agreement, the United Kingdom Government for 
their part were ready to agree that the existing system of prefer¬ 
ences within the British Commonwealth and the Empire would 
he contracted, provided there was adequate compensation in the 
form of improvement in trading conditions between Common¬ 
wealth and Empire countries and the rest of the world. It was 
further provided that in entering on negotiations for the reduction 
ot tariffs the parties concerned would not refuse to discuss the 
modification of particular preferences on the ground that they 
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were subject to prior commitments; on the contrary, all margins 
of preference would be regarded as open to negotiation, and it 
would be for the party negotiating the modification of any margin 
of preference, which it was bound by an existing commitment to 
give to a third party, to obtain the consent of the third party 
concerned. 

The Prime Minister indicated that further points to be noted 
were that: 

(1) It was made clear that there was no commitment on any 
country in advance of negotiations to reduce or eliminate 
any particular margin of preference. The position was that 
each country remained free to judge, in the light of the 
offers made by all the others, the extent of the contribution 
it could make towards the realisation of the agreed objec¬ 
tives. 

(2) It was recognised that reduction or elimination of prefer¬ 
ences could only be considered in relation to and in return 
for reductions of tariffs and other barriers to world trade 
in general which would make for mutually advantageous 
arrangements for the expansion of trade. There was thus no 
question of any unilateral surrender of preferences. There 
had to be adequate compensation for all parties affected. 

In a press statement on the Proposals issued on 7th December, 
1945, the Prime Minister of Australia made it clear that, while the 
United Kingdom Government had kept the Commonwealth Gov¬ 
ernment informed of the progress of its negotiations, the Com¬ 
monwealth Government was not in any way committed to the Pro¬ 
posals. He indicated that Australia would accept invitations to 
participate in conferences proposed to be held during 1946 for 
the purpose of considering the Proposals and taking action to 
realise them, and for the negotiation of reciprocal bilateral arrange¬ 
ments among the more important trading countries. He stated 
that the Commonwealth Government was ready to join in discus¬ 
sions on international trade, and to engage in bilateral negotiations 
with a desire to reach a satisfactory settlement on the basis of 
making concessions in return for equivalent reciprocal concessions 
by other countries, particularly the United States, which would 
enable trade to be expanded and the employment position and 
living standards to be improved. Later in the month the Common¬ 
wealth Government accepted a formal invitation from the United 
States Government to appoint representatives to attend a prelim¬ 
inary meeting in March or April, 1946, to prepare for a conference 
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on trade and employment, which it was proposed that the United 
Nations Organisation should convene. Invitations had been issued 
to thirteen other Governments to be represented at the preliminary 
meeting. 

In February, 1946, the United States representative on the 
United Nations Economic and Social Council, at its first session 
held in London, moved that the council should sponsor an inter¬ 
national conference on trade and employment. As a result the 
Preparatory Committee of the United Nations Conference on 
Trade and Employment was constituted by the council and 
entrusted with the task of drawing up an annotated draft agenda, 
including a draft convention, for consideration by the conference. 
The Economic and Social Council added three new countries to 
those which had originally received invitations from the United 
States Government, making eighteen countries in all. The Prepara¬ 
tory Committee comprised representatives of the United Kingdom, 
the United States, France, Belgium and Luxembourg, the Nether¬ 
lands, Czechoslovakia, Norway, Lebanon, Canada, India, South 
Africa, New Zealand, Australia, China, Cuba, Brazil and Chile. 
The Union of Soviet Socialist Republics had been invited to ap¬ 
point representatives, but did not do so. 15 

In July, 1946, before the Preparatory Committee met, the United 
States Government issued an amendment of its previous proposals 
in the form of a “Suggested Draft Charter for an International 
Trade Organisation of the United Nations”. 10 The proposals 
embodied in the draft were directed generally towards the imple¬ 
mentation of the principles enunciated in Article VII of the Mutual 
Aid Agreements and in the Atlantic Charter, and contemplated 

(1) the establishment of an International Trade Organisation; 

(2) the modification of restrictive trade barriers; and 

(3) the development of agreed rules of conduct in regard to 
matters affecting international trade. 

The general objective was to raise living standards in all the 
countries of the world by the promotion of a high level of employ¬ 
ment and the expansion of world trade. In the following months 
detailed discussions on the draft were held between United States 
officials and officials of many other countries, Australian comments 
being preferred at discussions which took place in Svdnev in 

August-September, 1946. 7 7 

This draft Charter provided the basis for the discussions at the 
First Session of the Preparatory Committee, which met in London 
on loth October and ended on 22nd November, 1946. The session 
had been preceded by an exchange of views between countries of 
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the British Commonwealth at a preliminary meeting held in 
London. The United States draft proposals were substantially 
modified in the course of the discussions, and an entirely new 
section on economic development was added. A Drafting Com¬ 
mittee was appointed to examine the modified text in detail, and 
to recommend drafting changes, this committee meeting in New 
York in February and March, 1947, and the resulting text became 
the basis for the Second, and final, Session of the Preparatory 
Committee, which met in Geneva from April to August, 1947. 

The Governments of a number of countries represented on the 
Preparatory Committee had felt that the other discussions pro¬ 
posed by the United States Government in December, 1945 (i.e., 
those directed at the policy of expanding international trade by 
bringing about a series of mutually advantageous trade agree¬ 
ments) were an interdependent part of the negotiations for the 
Charter. The Preparatory Committee accordingly recommended 
to the Economic and Social Council that the tariff negotiations 
should also be brought under United Nations sponsorship, as part 
of the Second Session of the Preparatory Committee. The Drafting 
Committee which met in New York was given the task of preparing 
a draft text for a General Agreement on Tariffs and Trade, which 
formed the basis of the General Agreement negotiated at Geneva 
at the Second Session. 

As a result of the recommendation of the First Session of the 
Preparatory Committee, tariff negotiations began at Geneva on 
10th April, 1947, concurrently with the resumption of discussions 
on the draft Charter, discussions on both tariffs and the Charter 
being preceded by discussions between the delegations from the 
British Commonwealth. The preliminary tariff talks were largely 
concerned with the likely repercussions of the tariff negotiations 
on Imperial preference. 

The tariff negotiations were kept distinct from the discussions 
on the Charter, the aim being to bring the results into effect with¬ 
out necessarily waiting for the establishment of the International 
Trade Organisation. The results of the negotiations were incorpor¬ 
ated in a draft General Agreement on Tariffs and Trade, which was 
presented to the Australian House of Representatives on 18th 
November, 1947, together with tariff schedules implementing the 
reductions in the Australian tariff which the Commonwealth Gov¬ 
ernment had undertaken to accord to other countries as a result 
of individual negotiations with those countries. A Protocol of Pro¬ 
visional Application provided that, upon signature of the pro¬ 
tocol on behalf of the Governments of Australia, Belgium, Canada, 
France, Luxembourg, the Netherlands, the United Kingdom and 
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the United States not later than 15th November, 1947, those Gov¬ 
ernments undertook to apply provisionally on and after 1st Janu¬ 
ary, 1948: 

(1) Parts I and III of the General Agreement, and 

(2) Part II of the Agreement to the fullest extent not incon¬ 
sistent with existing legislation in their respective countries. 

These conditions were satisfied, and the Agreement is provision¬ 
ally in force. Subsequently a number of other Governments 
adhered to the protocol. Tariff reductions which the Common¬ 
wealth Government had undertaken to bring into force operated 
as from 19th November, 1947. 


The Draft Charter for an International Trade Organisation as it 
emerged from the Geneva session became the basis for the delib¬ 
erations of the International Conference on Trade and Employ¬ 
ment which met at Havana on 21st November, 1947. The Draft 
Charter and the General Agreement are further considered in some 
detail. 17 


2. Short Analysis of the Havana Charter 18 

The International Conference on Trade and Employment, which 
met at Havana on 21st November, 1947, and ended on 24th March, 
1948, drew up the Havana Charter for an International Trade 
Organisation for submittal to the Governments represented at the 
conference. The Economic and Social Council of the United 
Nations, by a resolution passed on 18th February, 1946, had re¬ 
solved to call such a conference for the purpose of promoting the 
expansion of the production, exchange and consumption of goods. 

The Draft Charter which issued from the Havana Conference 
covers a very wide range of subjects connected with the conduct 
of international trading relations. It is divided into nine chapters 
covering the purpose and objectives of the Charter, employment 
and economic activity, economic development and reconstruction, 
commercial policy, restrictive business practices, inter-govern¬ 
mental commodity agreements, the structure of the proposed 
International Trade Organisation, the settlement of differences, 
and administrative provisions. 

Chapter I—Purpose and Objectives (Article 1) 

The main purpose of Chapter I is to establish as the primary 
purpose of the International Trade Organisation the realisation of 
the aims of the United Nations as expressed in the United Nations 
Charter, and particularly in the fields of trade and employment 
the attainment of higher standards of living, full employment and 
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conditions of economic and social progress and development. The 
chapter provides for the establishment of an International Trade 
Organisation for the purpose of attaining a series of specified objec¬ 
tives in the fields of international demand, economic development, 
access to markets, reduction of tariffs and other trade barriers, 
elimination of discrimination in international commerce, and the 
solution of international trade problems through the promotion 
of mutual understanding, consultation and co-operation. 

Chapter II—Employment and Economic Activity (Articles 2-7) 

Generally the purpose of Chapter II is to emphasise the import¬ 
ance of the maintenance of full employment and of a high level 
of effective demand within each individual country as necessary 
conditions for the economic wellbeing of all countries and for the 
expansion of international trade. Throughout the meetings of the 
Preparatory Committee and of the Havana Conference the Aus¬ 
tralian delegation had insisted that the removal of trade barriers 
was not in itself sufficient to maintain a high volume of inter¬ 
national bade, but that a basic essential factor was the mainten¬ 
ance of full employment and a high volume of demand. Article 2 
recognises this contention, and stresses that the avoidance of 
unemployment must depend primarily on internal measures taken 
by individual countries, though these measures should be supple¬ 
mented by international action sponsored by the United Nations. 
Australia had throughout the negotiations in the Preparatory 
Committee advocated more positive undertakings in regard to 
employment than were eventually included in the draft. 19 

Other articles in Chapter II require action for the maintenance 
of domestic employment (such action to avoid balance of pay¬ 
ments difficulties for other countries), the correction of situations 
arising from persistent balance of payments difficulties, the ex¬ 
change of information and consultation, safeguards for members 
subject to external inflationary and deflationary pressure, and the 
achievement and maintenance of fair labour standards. 

Chapter 111— Economic Development and Reconstruction 

(Articles 8-15) 

Chapter III of the Charter relates to the economic development 
and reconstruction of the territories of members of the Inter 
national Trade Organisation. It was inserted in the Draft Charter 
at the instance of the Australian delegation, at the first meeting 

of the Preparatory Committee. 20 

The chapter provides for positive assistance to countries which 
are underdeveloped, and for machinery by which such countries 
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could obtain a release from the restrictions placed by the Charter 
upon the use of other forms of protection more readily suited to 
their needs. The Charter provides for the reduction of tariffs, for 
the elimination of preferences and for the prohibition of all forms 
of protection other than tariffs and subsidies. The use of subsidies 
would not be practicable for underdeveloped countries, and those 
countries would be under constant pressure, under the terms of 
the Charter, to reduce their tariffs. 

The chapter includes a number of undertakings under which 
members will assist and co-operate with one another in develop¬ 
ment, and the International Trade Organisation itself is required 
to extend positive assistance to a member seeking to carry out 
development in its territory. The positive commitment to promote 
development was formulated by the Australian delegation to the 
Preparatory Committee. Members are required not to impose un¬ 
reasonable or unjustifiable impediments that would prevent others 
from obtaining facilities for their development, and the Inter¬ 
national Trade Organisation may promote agreements for an equit¬ 
able distribution of facilities in short supply. 

Special recognition is given in the chapter to the importance of 
stimulating the flow of international private investment as a means 
of promoting development. As the result of proposals put forward 
by the Australian delegation to the Preparatory Committee, it is 
provided that highly developed countries undertake not to impede 
access to the means of development by undeveloped countries. 21 

Under Chapter IV of the Charter, dealing with commercial 
policy, tariff rates negotiated under the General Agreement on 
Taiiffs and Trade are bound, and the use of many other common 
methods of protection is prohibited. In recognition of the need 
of undeveloped countries to use such methods, provision is made 
in Chapter III for the release of a member by the Organisation 
from any such obligations affecting imports. The provisions are 
detailed and complicated, and are based on the principle that a 
minimum of harm should be caused to other members, and that 
a release should be granted by the Organisation to encourage 
economic development. Release from commitments in trade agree¬ 
ments is covered by the provisions, and as with other commitments 
under Chapter IV of the Charter, releases can be negotiated with 
other members of the Organisation who might be affected. An 
essential feature of the provisions is the requirement that the 
approval of the Organisation must be obtained before anv action 
contrary to the terms of a trade agreement or of the Charter is 
taken. The terms of Article 13 of the Charter, in which these 
provisions are set out, have been reproduced in Article 18 of the 
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General Agreement on Tariffs and Trade, with drafting changes 
to bring the text into line with the administrative requirements 
of that agreement. References to the Organistaion are thus elim¬ 
inated from the text of Article 18 of the Agreement. 

Provision is made in Article 14 of the Charter for the temporary 
maintenance in force of all measures which from the date of 
coming into force of the Charter for an individual member would 
be contrary to the provisions of Chapter IV, and which would of 
course include all such measures affecting imports. These measures 
would remain in force pending examination by the Organisation. 
The provision safeguards industries in undeveloped countries 
which would at least temporarily need protection. It is reproduced 
in part in Article 18 of the General Agreement. 

The possibility is recognised in Chapter III that new preferential 
arrangements for a limited period may assist in a member’s econ¬ 
omic development, although generally the terms of the Charter 
forbid discrimination in the form of new preferences. There is a 
general authority under which a two-thirds majority of members 
voting may approve such arrangements, but in certain circum¬ 
stances the Organisation may approve of new arrangements with¬ 
out reference to the membership. The exception to the general 
rule is, however, so hedged in with special safeguards that its 
invocation by a member would have been most unlikely. 

Chapter IV—Commercial Policy (Articles 16-45) 

The majority of the articles comprising Chapter IV of the 
Charter have at least in part been reproduced, with necessary 
drafting changes, in Part II of the General Agreement on Tariffs 
and Trade. Such articles as have thus become effective as a result 
of the provisional application of the General Agreement will 
later be considered in their context in the agreement. 

Article 16 of the Charter, corresponding generally to Article 1 
of the General Agreement, contains an undertaking on the part of 
members to accord unconditional most-favoured-nation treatment 
in respect of all commercial transactions with other members. 
To this general rule there are several specific exceptions, includ¬ 
ing preferences in force among members of the British Common¬ 
wealth, and several arrangements between neighbouring countries 
and other long standing preferential arrangements. The article 
fixes the limits of margins of preference to those fixed under the 
General Agreement or those existing as at certain established dates 
in respect of individual countries. Thus, while preserving existing 
preferences, the article prohibits the creation of new forms ot 
preferential discrimination. 
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Article 17 imposes on each member the obligation to enter into 
negotiations directed to the substantial reduction of tariffs and 
other charges on imports and exports, and to the elimination of 
preferences on a reciprocal and mutually advantageous basis. The 
article lays down the rules under which such negotiations shall 
proceed. The rules will be considered in more detail in association 
with the consideration of Part I of the General Agreement (Articles 
1 and 2). 

The Charter in Article 18 sets out undertakings to accord 
national treatment with regard to internal taxation of goods from 
other member countries, and with regard to the internal regulation 
of such goods. In Article 19 special provisions are laid down relat¬ 
ing to cinematograph films. Both articles appear, with the neces¬ 
sary changes, as Articles 3 and 4 respectively of the General Agree¬ 
ment. 

Articles 20 to 24 of the Charter deal with “Quantitative Restric¬ 
tions and related Exchange Matters”, and they appear in the Gen¬ 
eral Agreement, with some changes, as Articles 11 to 15 of that 
instrument. Article 20 requires the abandonment of quantitative 
restrictions on both imports and exports, and is one of the funda¬ 
mental articles of the Charter. The rights of members to use quan¬ 
titative restrictions are treated in the Charter as exceptions to the 
general rules, and although several exceptions are formulated in 
Article 20 and elsewhere in the Charter, these exceptions are all 
carefully qualified so that the general effect of the restrictive pro¬ 
vision shall not be unduly impaired. The most important excep¬ 
tions allowed are restrictions for purposes of economic develop¬ 
ment (Article 13), restrictions to prevent domestic shortages and 
restrictions necessary to regulate domestic production (Article 

20) , and restrictions to safeguard the balance of payments ( Article 

21 ) . 

Article 22 lays down rules for the non-discriminatory admin¬ 
istration of quantitative restrictions, and Article 23 specifies the 
permissible exceptions to the rules of non-discrimination. Article 
24 requires that the Organisation shall seek co-operation with the 
International Monetary Fund, so that both organisations may 
pursue a consistent policy with respect to exchange controls and 
quantitative restrictions. Special exchange agreements shall be 
entered into in the case of members of the Organisation which are 
not members of the Fund. Articles 20 to 24 will be considered fur¬ 
ther in the lorm in which they are incorporated in the General 
Agreement on Tariffs and Trade. 

Articles 25 to 28 of the Charter have reference to subsidies, and 
Article 25 contains a general undertaking, applying to all types 
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of subsidies, to furnish information regarding schemes for subsidi¬ 
sation to the Organisation, and to discuss with any member which 
considers itself prejudiced the possibility of limiting the subsidisa¬ 
tion. Subsidies include any form of income or price support. Article 
25 appears with changes as Article 16 of the General Agreement. 

Article 26 contains additional provisions on export subsidies, 
which are prohibited subject to a two years’ period of grace after 
the Charter enters into force. However, under Articles 27 and 28, 
special provisions apply so far as primary products are concerned. 
Article 27 permits export subsidies in cases where their removal 
would seriously prejudice the interests of the country operating 
them, but such a country must co-operate in efforts to negotiate 
an international commodity agreement on the subsidised product. 
The article also covers forms of subsidisation of primary products 
which are exported, such as the Australian home consumption 
price scheme. Such subsidies are not considered to be export 
subsidies, but, as they do affect exports, they are subject to the 
provisions of Article 28, which lays down that the Organisation 
shall determine, in cases of disagreement between members, 
whether the effect of the subsidies would be to give to a member 
more than an equitable share of world trade in the commodity 
affected, and what that equitable share would be. Articles 26 to 28 
have not been carried into the General Agreement. 

Articles 29 to 32, which are concerned with state trading organi¬ 
sations, are included in the Charter for the purpose of ensuring 
that the basic principles governing commercial policy which shall 
apply in respect of trade conducted by private enterprise shall 
also apply to trade carried on by Governments or by Government 
agencies. Article 29 is designed to apply to state trading operations 
the fundamental principle of non-discrimination which is applied 
throughout Chapter IV, particularly in respect of most-favoured¬ 
nation treatment and quantitative restrictions. This article appears 
in the General Agreement as Article 17 of that instrument. 

Article 30 brings marketing organisations within the scope of 
Article 29 and other relevant provisions of the Charter. Article 31 
sets out rules by which negotiations may be carried out with the 
Government of a country, in which State trading monopolies 
operate, for concessions in respect of any particular item which 
is the subject of a monopoly. The aim is to ensure that concessions 
may be negotiated which would be equivalent to concessions 
which might be negotiated with reference to the tariff of a coun¬ 
try in which trade in the items concerned is carried on by private 
enterprise. Article 32 provides for the liquidation of commercial 
stocks held by any member, such liquidation to take place in a 
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manner which will avoid disturbance to world markets for the 
commodity concerned. Articles 30 to 32 were not carried into the 
General Agreement. 

Articles 33 to 38 correspond with Articles 5 to 10 of .the General 
Agreement, and cover freedom of transit, anti-dumping and 
countervailing duties, valuation for customs purposes, formalities 
connected with importation and exportation, marks of origin and 
the publication and administration of trade regulations. Article 39 
aims at some measure of standardisation to secure uniformity in 
statistics recorded in various countries. It provides that the Inter¬ 
national Trade Organisation when established shall act as a centre 
for the collection, exchange and publication of statistical infor¬ 
mation which members are required to submit to the Organisation. 
The Organisation shall work with other international bodies to 
secure comparability of international economic statistics. The 
article has no counterpart in the General Agreement. 

Article 39 of the Draft Charter as it emerged from the Geneva 
deliberations imposed on members a restriction on the encourage¬ 
ment or support of or participation in boycotts or other campaigns 
which are designed to discourage, directly or indirectly, the con¬ 
sumption within its territory of products of any specific member 
country or countries on the grounds of origin, or the sale of pro¬ 
ducts for consumption within other member countries on the 
grounds of destination. The question of the inclusion in the text 
of the article of an exception permitting boycotts or campaigns on 
political grounds was raised at Havana. This issue and others 
raised at the conference proved insurmountable, and in the cir¬ 
cumstances it was considered preferable to delete this article 
altogether. 22 


In Article 40 provision is made under which a member may 
obtain a modification of or release from its obligations under the 
Charter in respect of importation of particular products. The 
obligations include tariff and preference reductions negotiated 
under Article 17. Article 41 provides for consultation between 
members on the operation of Chapter IV of the Charter. The two 
articles appear as Articles 19 and 22 respectively of the General 
Agreement Articles 42, 43 and 44, covering the territorial appli- 
cation of Chapter IV, frontier traffic and customs unions ^nd 
free trade areas also appear as Article 24 of the General Agree¬ 
ment, and all these articles will be considered in their context in 
at agreement as will the general exceptions to Chapter IV set 
out in Article 45 (Article 20 of the General Agreement) 



156 


Australia s Trade Relations 


Chapter V—Restrictive Business Practices (Articles 46-54) 

Generally the aim of Chapter V is to prevent abuses in the 
international cartel type of business arrangement. The chapter 
places an obligation on members to take action and to co-operate 
with the International Trade Organisation to prevent private or 
public commercial enterprises from adopting business practices 
affecting international trade which restrain competition, limit 
access to markets, or foster monopolistic control whenever such 
practices have harmful effects on the expansion of production or 
trade, and interfere with the achievement of any of the other 
objectives set out in Article 1 of the Charter. It is to be noted 
that the Charter is concerned only with the effects of business 
practices, not with the practices as such. 

Chapter V establishes a procedure for complaints, giving cer¬ 
tain powers and duties to the International Trade Organisation, 
and certain rights and obligations to members. A procedure for 
consultation is provided for. Practices listed as being subject to 
investigation under the procedure are: 

(a) Fixing prices, terms or conditions to be observed in deal¬ 
ing with others in the purchase, sale or lease of any product; 

(b) Excluding enterprises from, or allocating or dividing, any 
territorial market or field of business activity, or allocating 
customers, or fixing sales quotas or purchase quotas; 

(c) Discriminating against particular enterprises; 

(d) Limiting production or fixing production quotas; 

(e) Preventing by agreement the development or application 
of technology or invention whether patented or unpatented; 

(f) Extending the use of rights under patents, trade marks, 
or copyrights granted by any member to matters which, 
according to its laws and regulations, are not within the 
scope of such grants, or to products or conditions of pro¬ 
duction, use or sale which are likewise not the subject of 
such grants; 

(g) Any similar practices which the Organisation may declare, 
by a majority of two-thirds of the members present and 
voting, to be restrictive business practices. 

Although the chapter applies primarily to practices in relation 
to goods, a special measure is provided which is to apply to 
restrictive practices in relation to services such as transportation, 
telecommunications, insurance and the commercial services of 
banks. So far as services are concerned, members agree to receive 
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complaints and to consult with a view to effecting a satisfactory 
adjustment. However, where another inter-governmental organi¬ 
sation exists which has functions relating to a service in respect of 
which a complaint has been made, the Internationa] Trade Organi¬ 
sation is expected to refer the complaint to that organisation. 

The International Trade Organisation has the responsibility of 
conducting studies and making recommendations in the whole 
field of restrictive business practices, in co-operation with members 
and other international organisations. The obligation placed upon 
members is that of taking all possible measures by legislation or 
otherwise to ensure that within the jurisdiction of the member 
private and public commercial enterprises do not engage in re¬ 
strictive business practices which have harmful effects on the 
expansion of production or trade and interfere with the achieve¬ 
ment of the other objectives of the Charter. 

Chapter VI—Inter-Governmental Commodity Agreements 

(Articles 55-70) 

Chapter VI affords recognition in the Charter that there are 
difficulties in the international trade in primary commodities 
which do not apply in the trade in secondary products. In Section 
A of the chapter (Article 55) it is set down that the international 
trade in some primary commodities may be affected by special 
difficulties such as the tendency towards persistent disequilibrium 
between production and consumption, the accumulation of bur¬ 
densome stocks and pronounced fluctuations in prices, to such a 
degree as to necessitate special treatment of the international 

trade in such commodities by means of agreements between Gov¬ 
ernments. 

Section A also contains a definition of the products covered 
by the chapter, and a statement of the objectives for which com¬ 
modity agreements are appropriate. These are six in number, of 
which two are broad economic objectives, viz.: 

(1) To prevent or alleviate the serious economic difficulties 
which may arise when adjustments between production 
and consumption cannot be effected by normal market 
forces alone as rapidly as the circumstances require; and 

(2) to provide a framework for the consideration and develop¬ 
ment of measures which have as their purpose economic 
adjustments designed to promote the expansion of consump¬ 
tion or a shift of resources and manpower out of over- 
expanded industries. 
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A third is for the purpose of preventing or moderating pro¬ 
nounced fluctuations in the price of a primary commodity. The 
other three relate to the maintenance and development of natural 
resources; the expansion of the production of a primary com¬ 
modity where this can be accomplished with advantage to 
consumers and producers, including in appropriate cases the dis¬ 
tribution of basic foods at special prices; and the equitable distri¬ 
bution of a primary commodity in short supply. 

Section B sets out procedures for initiating commodity agree¬ 
ments through the International Trade Organisation, and the 
general principles governing agreements. The leading principle 
is that there must be substantial consumer participation, and that 
commodity agreements must not be between producer countries 
only. Types of agreements and the provisions of the chapter 
applicable to each type are specified. 

Section C prescribes the special requirements applicable to the 
employment, formulation and administration of inter-govern¬ 
mental commodity control agreements, i.e., agreements which 
involve the regulation of production, the quantitative control of 
exports or imports of a primary commodity, or the regulation of 
prices. Before any such agreement can be concluded, a finding 
must be made that: 

(1) A burdensome surplus has developed or is expected to 
develop which would not be satisfactorily corrected by 
normal market forces, or that 

(2) widespread unemployment or under-employment has de¬ 
veloped or is expected to develop which would not be 
satisfactorily corrected by normal market forces. 

A decision as to whether either of these conditions exists would 
be made by the countries substantially interested in the trade in 
the commodity, generally through a commodity conference. 
Among the additional principles which govern commodity con¬ 
trol agreements is the principle that importing countries and 
exporting countries shall have an equal voice in decisions on 
substantive matters. 

Section D covers miscellaneous matters such as relations with 
inter-governmental organisations, the position with respect to 
agreements to which a country is already a party or propose 
agreements which a country is negotiating, and exceptions to 
Chapter VI. Provision is made for the Food and Agriculture 
Organisation of the United Nations to play a full part in inter¬ 
national commodity consultations and activities. 
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Chapter VII—The International Trade Organisation 

(Articles 71-91) 

Chapter VII lays down the internal structure of the organisation 
and contains the more important rules for its functioning. The 
principal organ of the Organisation is the Conference, consisting 
of all members each having one vote. There is provision for an 
Executive Board consisting of eighteen members chosen by the 
Conference. The Conference may delegate to the Executive Board 
all of its functions except those specifically entrusted to the Con¬ 
ference under the provisions of the Charter. 

The administrative structure of the Organisation consists of the 
Director-General and staff, which must be appointed on as wide 
a geographical basis as possible, but having in mind efficiency as 
the primary consideration. In addition, the Organisation may 
establish a number of commissions to carry out particular functions 
delegated to them by the Conference. There are also provisions 
regarding the relationship between the Organisation and other 
international bodies, including the United Nations. Political issues 
are excluded from the purview of the Organisation. 

Chapter VIII—Settlement of Differences (Articles 92-97) 

Chapter VIII provides a rather elaborate means of settling dif¬ 
ferences between members in the event that consultations pro¬ 
vided for elsewhere in the Charter are fruitless. Consultation 
between members is, however, an essential prerequisite to any 
more formal method of settling differences. 

The grounds upon which a member can claim that it has cause 
for consultation are that a benefit which accrues directly or indir¬ 
ectly, implicitly or explicitly, under the Charter is being nullified 
or impaired. Such a case may arise as a result of the failure of 
another member to carry out its obligations, the application by 
another member of a measure whether or not it conflicts with 
the Charter, or the existence of any other situation. 

Should consultations fail, provision is made for arbitration, or 
for reference to the Executive Board, the Conference or the Inter¬ 
national Court of Justice. The member in case of a decision in its 
favour may be released from its obligations. Parts of the provisions 
of Articles 93, 94 and 95, providing for consultation between 
members and subsequent permissible action, are carried into 
Article 23 of the General Agreement. 

Chapter IX—General Provisions (Articles 98-106) 

Chapter IX brings together a number of general provisions relat¬ 
ing to the administration of the Organisation. The most important 

M 
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of these concerns relations between members of the Organisation 
and non-members. The Charter in Article 98 provides explicitly 
that none of its provisions shall prevent any member from main¬ 
taining economic relations with non-members. However, it does 
provide that members are under an obligation not to enter into 
any new arrangement with a non-member which precludes that 
non-member from according to other members any benefit pro¬ 
vided for in the arrangement, and not to accord to the trade of 
any non-member country treatment more favourable than that 
accorded to another member, if such more favourable treatment 
would injure the economic interests of a member country. 

Article 99 provides for certain general exceptions to the whole 
of the Charter. Of these, exceptions relating to national security 
have been carried into Article 21 of the General Agreement. 

3. The Fate of the Charter 

The Final Act of the United Nations Conference on Trade and 
Employment was signed at Havana on 24th March, 1948, by the 
representatives of fifty-four countries, including Australia. The 
Act authenticates the text of the Havana Charter for an Inter¬ 
national Trade Organisation, and the signatories undertook to 
submit the Charter to their Governments for approval. The Act 
was not signed by the representatives at the conference of Argen¬ 
tina and Poland. 

Article 103 of the Charter provides that that instrument will 
enter into force on the sixtieth day following the day on which 
twenty-eight of the Governments in respect of which the Final Act 
was signed at Havana have deposited instruments of acceptance 
with the United Nations. If by 24th March, 1949, however, the 
requisite twenty-eight countries had not lodged instruments of 
acceptance, the lodgment of twenty instruments would be suffi¬ 
cient to bring the Charter into operation. It was of course recog¬ 
nised from the outset that the success of the International Trade 
Organisation would depend on the active participation in the 
Organisation of the United States of America and the United 
Kingdom. 

A resolution of the Havana Conference established an Interim 
Commission for the International Trade Organisation, consisting 
of the Governments the representatives of which had approved 
the resolution, including the Commonwealth Government. The 
Interim Commission was established for the purpose of con¬ 
voking and preparing for the first Conference of the Organisation, 
which was to be held within four to six months of the coming into 
force of the Charter. Within the commission an Executive Com- 
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mittee of eighteen members was elected, Australia being one of 
the countries represented on this body. In addition to its duty of 
convoking the iirst Conference of the Organisation, the Interim 
Commission was charged with the duty of preparing various 
reports and recommendations for consideration by the Conference, 
including recommendations on relationships with the United 
Nations and other international organisations, consultation with 
the Swiss Government in order to facilitate Swiss acceptance of 
the Charter, and relationships with the International Court of 
Justice. The secretariat of the Interim Commission also served as 
a secretariat to the contracting parties to the General Agreement 
on Tariffs and Trade. The Executive Committee held several 
meetings, particularly in the field of the implementation of the 
economic development activities of the International Trade 
Organisation, which were governed by a resolution of the Havana 
Conference directing the Interim Commission to report on ways 
in which these activities could best be promoted. 23 

On 30th September, 1948, a Bill was introduced into the Com¬ 
monwealth Parliament for the purpose of obtaining approval of 
the acceptance by Australia of the General Agreement on Tariffs 
and Trade and the Havana Charter. The draft Charter prepared 
at Geneva in 1947 had already been discussed by the Common¬ 
wealth Parliament in November, 1947, about the time the General 
Agreement on Tariffs and Trade had been presented to Parliament 
immediately before its provisional application. The Bill made Aus¬ 
tralian acceptance of membership of the International Trade 
Organisation conditional on acceptance of membership by the 
United States and the United Kingdom, and it was provided that 
Australia should not deposit with the United Nations an instru¬ 
ment of acceptance of the Charter until corresponding instruments 
had been deposited by the United States and United Kingdom 
Governments. The Bill also made Australian acceptance of the 
General Agreement on Tariffs and Trade conditional on the 
acceptance of the agreement by those two Governments. The Bill 
was passed by both Houses on 7th December, 1948, and the Inter¬ 
national Trade Organisation Act 1948 24 came into operation on 
17th December, 1948. On 28th April, 1949, the President of the 
United States submitted the Charter to the United States Con¬ 
gress. 

About the middle of 1949, as the result of approaches to the 
Interim Commission by the United Nations Interim Co-ordinating 
Committee for International Commodity Arrangements with 
regard to difficulties arising from the long delay in putting the 
Charter into effect, a British proposal was made in the Executive 
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Committee of the Interim Commission that a separate agreement 
should be entered into by the Contracting Parties to the General 
Agieement on Tariffs and Trade which would put Chapter VI 
of the Charter, dealing with inter-governmental commodity agree¬ 
ments, into immediate effect. The Executive Committee consid¬ 
ered the matter at an emergency session held at Annecy. Opposi¬ 
tion to the proposal was expressed by the United States Govern¬ 
ment, which considered that the existing circumstances were not 
of such an urgent nature as to justify special action in the direc¬ 
tion suggested, that existing machinery was adequate to deal with 
such circumstances, and that the provisional application of Chap¬ 
ter VI might prejudice the chances of winning the acceptance by 
Congress of the Charter as a whole. 

The majority of the Executive Committee considered that it 
was not possible to put particular chapters of the Charter into 
force while the Charter as a whole was awaiting consideration 
by their legislatures. It also thought that action on the lines of 
the proposed agreement was not sufficiently urgent to justify the 
difficulties it would present, and pointed out that under Article 29 
of the General Agreement on Tariffs and Trade the principal 
trading countries of the world were under an obligation “to observe 
to the fullest extent of their executive authority the general prin¬ 
ciples of Chapter VI ... of the Havana Charter”. The existence 
of adequate machinery in the form of the Interim Co-ordinating 
Committee for International Commodity Arrangements for 
facilitating compliance with the principles of Chapter VI and for 
keeping a watch over the extent of such compliance was also 
stressed. The Executive Committee referred the problem generally 
to contracting parties to the General Agreement on Tariffs and 
Trade for notation, but the proposal was not further pursued. 25 

From the time the first proposals for a Charter were launched 
there had been much adverse criticism in the United States from 
the point of view of its possible impact on the United States 
economy. Early in 1950 representatives of the United States State 
Department and Treasury appeared before the House Committee 
on Foreign Affairs of the United States Congress to give testimony 
in favour of approval of United States membership of the Inter¬ 
national Trade Organisation, 20 but the Administration’s case did 
not receive general support. Concern had been expressed at the 
effect of the Charter provisions on the United States economy, 
and Republicans attacked the introduction of the Bill to approve 
the Charter as a breach of the bipartisan foreign policy then being 
pursued. 

Apart from support by the Administration, the Charter was 



The Havana Charter 


163 


backed by the National Council of American Importers, a number 
of women’s and consumers’ organisations, and a substantial 
number of industrialists and economists. On the other hand the 
National Association of Manufacturers, the United States Cham¬ 
ber of Commerce and the United States Council of the Inter¬ 
national Chamber of Commerce opposed the Charter mainly on 
the ground that it favoured the development of governmental con¬ 
trol over trade at the expense of the system of free enterprise. 
A suggestion was made by the latter body, which had always been 
opposed to the establishment of an International Trade Organisa¬ 
tion, that the Charter should be abandoned and that a less all- 
embracing organisation than the International Trade Organisation 
should be substituted for that body. 

The United States Administration was unable to push through 
the legislation for the adoption of the Charter before the Con¬ 
gressional elections which took place on 7th November, 1950, and 
the possibility of an early approval of the Charter by the United 
States Congress was prejudiced by the swing of votes from Demo¬ 
crats to Republicans. The convening of the new Congress would 
have involved the reintroduction of the Bill for approval, new 
hearings and debates would have to be held, and committees 
which would examine the new Bill would have new personnel. 

On 11th December, 1950, the President of the United States 
issued a statement of policy which indicated that Congress would 
be asked to approve legislation making United States participation 
in the General Agreement on Tariffs and Trade more effective, 
and that the proposal to authorise United States participation in 
the International Trade Organisation would not be reintroduced 
into Congress. However, the trade agreements programme would 
be continued, and the President stated that the administration 
of the General Agreement would be strengthened, the agreement 
having achieved remarkable results in effecting reductions in trade 
barriers, while suffering under serious handicaps due to its lack 
of proper administrative and inter-sessional machinery, and to the 
provisional nature of its application by Governments. These handi¬ 
caps must be removed and a small, flexible administrative organi¬ 
sation created. 

In notifying the decision not to proceed with the Charter, the 
President also indicated that the decision should not be construed 
as an abandonment of the basic principles underlying the Inter¬ 
national Trade Organisation. Some of the principles "were being 
made effective through other organisations, e.g., the full employ¬ 
ment objective through the Economic and Social Council of the 
United Nations; the stimulation of international investment and 
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aid to underdeveloped areas through Point IV (the United States 
programme of technical assistance), the Commonwealth (Col¬ 
ombo) Plan and Economic Co-operation Administration pro¬ 
grammes; inter-governmental commodity arrangements were 
being assisted by the Economic and Social Council; and the 
United States Government proposed to continue to press for the 
prevention of cartel practices. 

Some time before the announcement that the Bill to authorise 
United States participation in the International Trade Organisa¬ 
tion would not be reintroduced into Congress, the President of 
the Board of Trade had expressed the unwillingness of the United 
Kingdom Government to take action to ratify the Havana Charter 
unless and until the United States had done so. On 8th February, 
1951, the President stated in the House of Commons that His 
Majesty’s Government had intended to recommend to Parliament 
in due course, if matters proceeded favourably, that the United 
Kingdom Government should ratify the Havana Charter. How¬ 
ever, because of recent developments, the Government had come 
to the conclusion that there was no prospect of the International 
Trade Organisation as envisaged by the Havana Charter being 
established and developed as an effective instrument for fostering 
international trade. In the circumstances the Government did not 
propose to recommend to Parliament that the United Kingdom 
should take steps to ratify the Charter. Furthermore, the notifi¬ 
cation of the intention of the United States Administration to 
support the continuation and development of organisation of the 
General Agreement on Tariffs and Trade had created a new 
situation which would require careful examination before the 
United Kingdom Government could determine its attitude, par¬ 
ticularly as to whether and how the General Agreement could 
be converted into an appropriate continuing instrument. 
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CHAPTER IX 


Analysis of the General Agreement on Tariffs 

and Trade, and Its Operation 



Part I—Most-Favoured-Nation 
siotis (Articles 1 and 2) 


Treatment and Tariff Conces- 


Part I of the General Agreement on Tariffs and Trade 1 comprises 
Article 1, guaranteeing most-favoured-nation treatment in inter¬ 
national trade, and Article 2, covering schedules of tariff conces¬ 
sions. This part is the principal operative section of the agreement. 

Article 1, which requires the exchange of most-favoured-nation 
treatment by the contracting parties, is one of the basic provisions 
of the agreement. The article provides in paragraph 1 for the 
mutual accord by the parties of unconditional most-favoured¬ 
nation treatment with respect to customs duties or charges on the 
import or export of goods originating in or destined for any other 
country, or on the international transfer of payments for imports 
or exports. Such treatment is also to be extended with regard to 
formalities associated with imports or exports, and internal taxa¬ 
tion and regulation of goods from other countries parties to the 
agreement. 

The article expressly provides for the retention of preferences 
(tariff margins) in force exclusively between countries listed in 
Annexes A-F of the agreement. Members of the British Common¬ 
wealth are listed in Annex A. Annexes B-D list France, Belgium, 
the Netherlands and the United States, and the overseas territories 
of those countries. Special relationships between the United States 
and the Philippines Republic are also covered in Annex D. Annexes 
E and F cover preferential arrangements in force between Chile 
and Syria and Lebanon and neighbouring countries. (Syria and 
Lebanon have since withdrawn from the General Agreement.) 
Preferences in force exclusively between the United States and 
Cuba are specifically retained under the article, as well as prefer¬ 
ences between countries formerly a part of the old Ottoman 
Empire and detached from it on 24th July, 1923, although none of 
the latter are now contracting parties. 
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In respect of duties or charges on any product described in the 
Schedules of Concessions (Article 2), margins of preference be¬ 
tween most-favoured-nation and preferential rates in the tariffs 
of the parties are not to exceed those existing on 10th April, 1947, 
but an exception is made in the case of countries listed in Annex G 
of the agreement. Australia is listed in this annex, the date fixed 
by Australia being 15th October, 1946. By a decision of 9th August, 
1949, of the Contracting Parties, 0 it was laid down that a margin of 
preference on an item included in a schedule is not bound against 
decrease by the provisions of the General Agreement, but that this 
decision did not preclude the possibility of resort to Article 23, 
providing for action in case of nullification or impairment of bene¬ 
fits under the agreement. 2 

Under the Interpretative Notes which constitute Annex 1 of 

the agreement (and which under Article 34 are made an integral 

part of the agreement) the term “margin of preference” means 

the absolute difference between the most-favoured-nation rate of 

duty and the preferential rate of duty for the like product, and not 

the proportionate relation between those rates. Examples given 
in the notes are: 


(1) If the most-favoured-nation rate were 36% ad valorem, and 
the preferential rate were 24% ad valorem, the margin of 
preference would be 12% ad valorem, and not one-third of 
the most-favoured-nation rate; 

(2) If the most-favoured-nation rate were 36% ad valorem and 

the preferential rate were expressed as two-thirds of the 

most-favoured-nation rate, the margin of preference would 
be 12% ad valorem; 

(3) If the most-favoured-nation rate were 2 francs per kilo¬ 
gramme and the preferential rate were 1 ■ 50 francs per kilo¬ 
gramme, the margin of preference would be 0-50 francs 
per kilogramme. 

In the Australian tariff, primage being a duty of custom^OT 
the purposes of the agreement the margin of preference on any 
item is the difference between the British preferential rate and the 
most-favoured-nation rate in the tariff schedule, plus the difference 
between those rates in the primage list. This is so in the case of 
both faxed rates and ad valorem rates in the tariff schedule. 

The Interpretative Notes also set out certain kinds of customs 

COntmry t0 3 g6neral binding ° f 
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( 1 ) The reapplication to an imported product of a tariff classi¬ 
fication or rate of duty, properly applicable to such product, 
in cases in which the application of such classification or 
rate to such product was temporarily suspended or inopera¬ 
tive on the date establishing the maximum margins of pref¬ 
erence; and 

(ii) the classification of a particular product under a tariff 
item other than that under which importations of that 
product were classified on the date establishing the maxi¬ 
mum margins of preference, in cases in which the tariff law 
clearly contemplates that such product may be classified 
under more than one tariff item. 

Article 1 thus preserves all forms of existing preferences, under 
preferential arrangements between Australia and other countries, 
which have not been varied in the course of negotiations with 
other parties to the General Agreement. While no new preferential 
arrangements may be entered into by Australia with other coun¬ 
tries, it must be remembered that the development of new prefer¬ 
ences between other countries which could be harmful to 
Australian export interests is also prevented. 

At the Eighth Session of the Contracting Parties, held at Geneva 
in Septcmber-October, 1953, the Parties considered a request of 
the United Kingdom Government for facilities, consistent with 
the objectives of the General Agreement, to relieve them of the 
need, under the rules of Article 1 regarding tariff preferences, to 
impose duties on duty-free goods from the British Commonwealth 
as and when they might have occasion in the future to increase 
the unbound duties on foreign goods. In asking for these facilities, 
the United Kingdom Government made it clear that it was not 
their intention to use them for the purpose of diverting trade 
away from foreign to Commonwealth countries. The Contracting 
Parties approved the request, at the same time approving pro¬ 
cedures for consultation or arbitration as to whether particular 
tariff and preference changes would be within the terms of the 
approval. 

The effect of the approval is to enable the United Kingdom 
Government to increase unbound duties without being obliged 
at the same time to impose duties on British Commonwealth goods, 
subject to conditions covering possible diversion of trade to Com¬ 
monwealth countries and frustration of the objectives of Article 1, 
and also covering application of the procedures only in respect 
of goods which have traditionally enjoyed duty-free entry into the 
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United Kingdom when imported from British Commonwealth 
countries. 

At the same session of the Contracting Parties a waiver was 
also granted to the Australian Government of obligations under 
Article 1 in order to provide certain advantages for primary pro¬ 
ducts of the Territories of Papua-New Guinea when those products 
are imported into Australia, for the purpose of promoting the 
economic development of the territories. An assurance was given 
by the Australian Government that the waiver would be utilised 
for such purpose in such a manner as not to cause material injury 
to competitive trade of any other contracting party. Procedure for 
prior notification and consultation was included in the waiver. 3 

Article 2 of the General Agreement was intended to give effect 
to Article 1/ of the Charter, which imposed on each member of the 
projected International Trade Organisation the obligation to enter 
into negotiations directed to the substantial reduction of tariffs and 
the elimination of preferences on a reciprocal and mutually advan- 
tageous basis. Negotiations would be conducted on a selective 
product-by-product basis which would afford adequate oppor¬ 
tunity to take into account the needs of individual countries and 
individual industries. Participating Governments would be free 
not to grant concessions on particular products and, in the granting 
of a concession, they might reduce the duty, bind it at its then 

existing level, or undertake not to raise it above a specified higher 
level. 

Article 17 of the Charter contained several provisions which 
were designed: 

(a) To safeguard the concept that the results of negotiations 
should be mutually advantageous; 

(b) To leave a negotiating country free to avoid, in the in¬ 
terests of its economy, tariff commitments on individual 
products; 

(c) To protect countries with low tariffs from being called 
upon to make disproportionate concessions in order to 
secure reductions in high tariffs on the part of other con¬ 
tracting parties. (Binding of low duties or of duty-free 
treatment was to be recognised in principle as a concession 
equivalent in value to substantial reduction of high duties 
or elimination of tariff preferences); 

(d) To alleviate the fears of intending parties to the General 
Agreement that contracting parties might demand excessive 
concessions before they would be accepted as contracting 
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parties. (Account would be taken of the value to any party 
of obtaining in its own right and by direct obligation the 
indirect concessions which it would otherwise enjoy only by 
virtue of Article 1 of the General Agreement.) 

In negotiations relating to any specific product with respect to 
which a preference applied, it was laid down in Article 17 that: 

(i) When a reduction was negotiated only in the most¬ 
favoured-nation rate, such reduction should operate auto¬ 
matically to reduce or eliminate the margin ot preference 
applicable to that product; 

(ii) When a reduction was negotiated only in the preferential 
rate, the most-favoured-nation rate should automatically 
be reduced to the extent of such reduction; 

(iii) When it was agreed that reductions would be negotiated 
in both the most-favoured-nation rate and the preferential 
rate, the reduction in each should be that agreed by the 
parties to the negotiations; and 

(iv) No margin of preference should be increased. 

Article 17 also made provision: 

(a) To debar countries from invoking existing trade agreements 
as an excuse for refusing to negotiate with respect to pref¬ 
erences; 

(b) To ensure that where prior obligations existed they should 
not be modified except with the consent of the parties to 
such obligations. 4 

Under the Protocol of Provisional Application of the General 
Agreement, which was signed on behalf of Australia, all parties 
are bound to apply Part III of the agreement. Article 29 of the 
agreement, falling within Part III, provides that the contracting 
parties undertake to observe “to the fullest extent of their executive 
authority the general principles of Chapters I to VI inclusive . . . 
of the Havana Charter pending their acceptance of it in accord¬ 
ance with their constitutional procedures”. Article 17 of the 
Charter, falling within Chapter IV, provides a set of rules under 
which negotiations envisaged in Article 2 of the General Agree¬ 
ment are to be, and have been, carried on. The principles set 
out in Article 17 for the conducting of tariff negotiations were 
eventually embodied in the rules and principles laid down in the 
procedures adopted by the Contracting Parties for the Torquay 
Tariff Conference, held in 1950-51, the latest conference at which 
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tariff negotiations on an extensive scale were conducted by con¬ 
tracting parties. 5 

Article 2 of the General Agreement provides that each contract¬ 
ing party shall accord to the commerce of the other contracting 
parties treatment no less favourable than that provided for in its 
Schedule of Concessions. Each schedule is in two parts, Part I 
containing the negotiated rates in the most-favoured-nation tariff 
and Part II containing the negotiated preferential rates in the 
case of countries, including Australia, by which the maintenance 
ot preferences is allowed under Article 1. 

, Q P , art , \ ° f . sche dule drawn up in respect of Australia 
(Schedule I) sets out the maximum duties to be imposed on speci¬ 
fied goods of the contracting parties on their importation into 
Australia. It also establishes some maximum preferential margins 
without binding rates of duty. Part II of the schedule sets out the 
duties on specified goods which may receive preferential treatment 
on importation into Australia. Both parts specify cases in which 

exemption from primage duty only constitutes the tariff conces- 
sion granted. 

Tariff concessions negotiated in favour of Australian com¬ 
modities are of course indicated in the schedules lodged by other 
parties AH schedules are annexed to the General Agreement and 
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Article 2 also provides that the parties may impose on imported 
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pplied consistently with the provisions of Article 6 of the agree¬ 
ment. So far as preferential rates of duty are concerned, contract¬ 
ing parties may maintain their requirements existing at the date 
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The article provides against the impairment of the concessions 
set out in the schedules by the imposition of other duties or 
c arges, by alteration in the methods of determining dutiable 
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tralia and individual countries, which are embodied in the 
schedules, is included later in this work. 7 

The automatic extension to all parties to the General Agreement 
of all tariff concessions negotiated with other parties did not rep¬ 
resent a radical departure from Australian practice over the past 
few years. Since the inclusion in 1943 of the United States in the 
list of countries goods from which benefit from concessional tariff 
and primage rates on admission into Australia, and the readmission 
of all ex-enemy countries except Japan to such benefits, the only 
overseas countries of any importance in Australia’s import trade 
which have not been receiving these concessions are Japan and 
the Bahrein Islands, the latter country supplying only petroleum 
products. Japan and the other countries of minor importance not 
since included in the list had ceased to receive most-favoured¬ 
nation treatment in 1937 by reason of their exclusion from the 
operation of the proclamations putting into effect intermediate 
tariff and primage concessions in that year. 


2. Part II—Quantitative Restrictions (Articles 11 to 15) 

When the General Agreement on Tariffs and Trade was negoti¬ 
ated at Geneva in 1947, those parts of the draft Charter which it 
was felt must be accepted by all the contracting parties before 
tariff concessions could be offered were embodied in the draft 
agreement. Part II of the agreement contains twenty-one articles— 
Articles 3 to 23-corresponding to articles in the Charter which 
were intended generally to maintain the value of the concessions 
set out in the schedules of tariff concessions annexed to the agree¬ 
ment and forming an integral part of Part I. The principal purpose 
of the articles is to ensure that the value of the tariff reductions 
is not prejudiced by the introduction or variation of other controls 
on trade, and particular attention is devoted to quantitative import 

restrictions. 

The articles may, for purposes of consideration of their terms, 
be conveniently divided into three groups. Of these the most 
important are Articles 11 to 15 covering quantitative restrictions. 
Articles 3 to 10, 16 and 17 cover procedures relating generally to 
government policy and administrative action, while the remaining 
group of articles—18 to 23-cover permissible exceptions consulta¬ 
tions between contracting parties in certain eventualities, and 


e mergency^action. Applicati on and the protocols by 

which Governments have acceded to the General Agreement bind 
the contracting parties to apply the provisions of Articles 3 to 23 
“to the fullest extent not inconsistent with existing legislation . 
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Contracting parties are under no obligation to amend legislation 
which is inconsistent with the provisions of the articles until they 
apply the agreement definitively. Part II of the agreement may 
be amended by a two-thirds vote of the Contracting Parties, but 
amendments are binding only upon parties which accept them. 8 

Article 11 of the agreement provides that no prohibitions or 
restrictions other than duties, taxes or other charges shall be insti¬ 
tuted or maintained by any contracting party on the importation 
of any product of the territory of any other party or on the expor¬ 
tation or sale for export of any product destined for the territory 
of any other party. This general commitment to eliminate quanti¬ 
tative restrictions is qualified by exemptions under which export 
prohibitions or restrictions may be temporarily applied “to prevent 
or relieve” critical shortages of foodstuffs or other essential pro¬ 
ducts (paragraph 2(a)), and under which import restriction^ on 
agricultural or fisheries products may be imposed for the purpose 
of enabling restrictions on domestic production of like products 
to be implemented (paragraph 2(c)). Import and export prohi¬ 
bitions and restrictions “necessary to the application of standards 
or regulations for the classification, grading or marketing” of com- 

Sb)) 165 ^ intCrnational trade are also permissible (paragraph 

The words “prevent or” in paragraph 2(a) were inserted at 

the instance of Australia to cover situations in which, for example 

owing to drought the export of live sheep might not be desirable’ 

or m which, owing to the fact that price stabilisation schemes for 

primary products had resulted in the domestic price being much 

lower than the ruling world price, adequate supplies for domestic 

purposes would not be available unless export restrictions could 
be imposed. 9 

The words “regulations” and “marketing” were also included 
at the instance of Australia to cover activities of Australian market 
mg boards, which make use of formal export prohibitions and 
export licences in implementing overseas marketing policy The 
Australian butter marketing scheme is covered by the exception 10 
„ The article provides that the terms “import restrictions” and 
export restrictions”, as used in Articles 11 to 14, include restric 
tions made effective through State-trading operations. 

Article 11 is one of the fundamental articles of the agreement 
and great importance was attached to its provisions both by coun’ 
tries which are well developed industrially and by those which 
being relatively less developed industrially, rely principally on the 

of foreign currencies. 

Although a number of exceptions is provided for in the article 
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and in other articles of the agreement, the exceptions are all 
qualified so that the general force of the article is not excessively 
impaired. 

The quota preferences accorded by the United Kingdom to 
imports of meat from Australia would have been affected by the 
provisions of Article 11 and Article 13 (covering the non-discrim- 
inatory administration of quantitative restrictions), if these prefer¬ 
ences had not been specially provided for in Article 14 and Annex 
A of the agreement. The principle has been recognised that these 
quota preferences should be reduced or eliminated only by the 
same process of mutually advantageous negotiation as that by 
which tariff preferences may be reduced or eliminated. The Aus¬ 
tralian embargo on exports of iron ore, which has been in force 
since 1st July, 1938, is covered by the security exception in Article 
21 (b) (ii). The embargo on imports of sugar is not affected by 
Article 11 because sugar is the subject of an inter-governmental 
commodity agreement to which Australia is a party, and under 
Article 20 I (h) action taken in pursuance of such agreements 
is permitted. The prohibition of the export of stud merino sheep, 
except with the approval of the Minister for Trade and Customs, 
which has operated since 27th November, 1929, is maintained by 
the Commonwealth Government under the provisions of Article 
11 (2) (a). 

Articles 12, 13 and 14 of the General Agreement originated 
in the recognition by the Contracting Parties of the fact that if a 
country were to experience balance of payments difficulties, and 
if its external financial position were to be threatened, it would 
have to be free to take action to safeguard its position. Article 12 
therefore sets out the circumstances in which a party (notwith¬ 
standing the general prohibition of quantitative restrictions con¬ 
tained in Article 11) may impose restrictions on its imports in 
order to safeguard its external financial; position. Article 13 
forbids in general terms discrimination in the use of import and 
export restrictions. Article 14 then sets out the circumstances 
in which the country imposing such restrictions may make them 
discriminatory as between countries (notwithstanding the genera 
rules with regard to non-discrimination contained in Article )• 
Since the protection of a contracting party’s external financia 
stability is intimately related to the purposes of the International 
Monetary Fund, and since to some degree controls on imports 
and exports of goods and controls on current payments and trans¬ 
fers are alternative methods of achieving the same purpose, Article 
15 covers the relations between parties and the International 
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Monetary Fund, and regulates relations with parties which are 
not members of the Fund. 

Aiiicle 12 contains the most important of the exceptions to the 
rule of Article 11 requiring the elimination of quantitative re¬ 
strictions. The article permits any party to restrict the quantity 
or value of merchandise permitted to be imported, in order to 
safeguard its external financial position and balance of payments. 
However, import restrictions may be imposed, maintained or 
intensified only to the extent necessary to forestall the imminent 
threat of, or to stop, a serious decline in its monetary reserves, or 
to achieve a reasonable rate of increase in its reserves. These 
restrictions shall be progressively relaxed as conditions improve, 
and shall be eliminated altogether when conditions no longer 
justify their use. 

Difficulties of post-war economic adjustment and the need to 
use import restrictions for the restoration of equilibrium in balance 
of payments on a sound and lasting basis are recognised, and also 
the necessity of using restrictive measures in furtherance of the 
development of industrial and other economic resources in pur¬ 
suance of domestic policies directed towards full and productive 
employment. It is recognised that the pursuit of a domestic policy 
for full employment or for reconstruction or development may 
involve the maintenance of internal demand for imported products 
at a level greater than can be satisfied by the external funds' 
available from exports, and it is therefore specifically laid down 
that a contracting party may not be required to withdraw or 
modify restrictions on the ground that a change in its domestic 
policies would render the restrictions unnecessary. Any party 
using restrictions for these ends may, in applying such restrictions, 
select those commodities which are more essential in the light 
of its domestic policies. A party is, however, required to pay due 
regard in its domestic policies to the need for restoring equilibrium 
in its balance of payments on a sound and lasting basis. Restric¬ 
tions are not to be unreasonably employed, and unnecessary 
damage to the interests of any other contracting party is to be 
avoided. 

Procedure for consultation between the party imposing, or 
intending to impose, import restrictions and the Contracting 
Parties is laid down in the article, as well as procedure for com¬ 
plaints by one party against the restrictions applied by another 
party. Parties are not required to secure the prior approval of the 
Contracting Parties before imposing restrictions under the article, 
although if practicable the party is required to consult the Con¬ 
tracting Parties about its difficulties. Any party which wishes to 

N 
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do so may approach the Contracting Parties to obtain prior ap¬ 
proval in order to protect itself from possible complaint by other 
parties, but this is solely at the option of the party. (This latter 
provision was inserted as a result of Australia's attempts, at the 
First Session of the Preparatory Committee in London, to have 
included in Article 21 of the Charter precise objective criteria 
setting out the circumstances in which restrictions under that 
article would be justified. However, a generally acceptable formula 
could not be found, and the provision allowing prior consultation 
was inserted for the purpose of partially meeting Australia's 
wish for more precise definition.) 11 

The Contracting Parties may at any time ask a party which is 
applying restrictions to consult with it, and a party which has sub¬ 
stantially intensified its restrictions is required to consult within 
thirty days. Only if a complaint is made by another party that a 
party is applying restrictions in a manner inconsistent with the 
provisions of the article may the Contracting Parties, after full 
investigation, recommend the withdrawal or modification of the 
restrictions. The penalty for the failure of a party to act on the 
Contracting Parties' recommendation would be the release of 
other parties from obligations or concessions to the party applying 
the restrictions. A review of existing restrictions as at 1st January, 
1951, as required under the article, was carried out in September- 
October, 1951. 12 Restrictions applied by Australia are later sur¬ 
veyed in Chapter XI. 

Finally, if there is a persistent and widespread application of 
import restrictions under Article 12, indicating the existence of a 
general disequilibrium which is restricting international trade, the 
Contracting Parties are required to initiate discussions to consider 
whether other measures might be taken by any of the contracting 
parties, or by any appropriate inter-governmental organisation, to 
remove the underlying causes of the disequilibrium. 

Australia is free under Article 12 to maintain or impose import 
restrictions to safeguard her external financial position in any 
situation in which such action can be considered to be reasonably 
necessary. The necessity of justifying the restrictions is of course 
a limitation on her freedom to maintain or impose them, and there 
are limitations on her freedom of action imposed under other 
articles of the agreement. However, since the provisions of the 
article also limit the freedom of other countries to impose import 
restrictions, Australia is protected to some degree from unjustified 
action by others which could affect her export trade. 

Article IS of the General Agreement provides that no prohibition 
or restriction shall apply on the importation of any product of 
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any party to the agreement unless like products from all third 
countries are similarly prohibited or restricted. The object of this 
provision is to apply the principles of most-favoured-nation treat¬ 
ment to the administration of quantitative restrictions. The terms 
of Article 14, however, provide wide exceptions to the article in 
favour of a number of countries, including countries of the sterling 
area, during the post-war transitional period. 

Under Article 13 shares of the product permitted to be imported 
are to be maintained in the proportions which would be expected 
to obtain in the absence of any restrictions. Quotas of permitted 
imports shall be fixed, where possible, but if this is not practicable 
restrictions may be applied by means of import licences or permits 
without the quota. Import licences or permits which are issued may 
indicate the country from which the goods are to be imported, 
but only if this is in compliance with the intending importer’s 
application, i.e., the intending importer is not to be compelled to 
import from any particular country except for the purpose of 
operating a quota. 

Information may be requested concerning the administration of 
import restrictions by other contracting parties having an interest 
in the trade in the product concerned. Public notice of the total 
quantity or value of the product permitted to be imported during 
a specified period shall be supplied, and public notice of shares 
in a quota shall be given. 

The principles set out in the article extend to export restrictions, 
and also to tariff quotas instituted or maintained by any contracting 
party. (Tariff quotas have been freely used by the United States 
Government in tariff negotiations, and operate to give a reduced 
rate of duty in respect of a specific quantity of a product imported 
within a fixed period.) 


Article 13 is of some importance to Australia in that, subject 
to the exceptions set out in Article 14, countries imposing quanti¬ 
tative restrictions on imports of primary products which can be 
supplied by Australia must administer such restrictions in a non- 


discriminatory manner. In effect, Article 13 has not imposed any 
alteration in Australian practice in respect of import restrictions, 
since these have been in the past and are at present almost solely 
confined to restrictions necessitated by balance of payments diffi¬ 
culties. However, the Australian export restriction in respect of 
stud merino sheep, which is maintained under the provisions of 
Article 11, is affected by Article 13, in that while the embargo is 
maintained it must be non-discriminatory, i.e., exports cannot be 
permitted to one country and denied to others. 

Under Article 14 of the General Agreement a contracting party 
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a PP¥ n g restrictions under Article 12 to safeguard its balance of 
payments is permitted, as an exceptional arrangement for the 
transitional period following the war, to deviate within certain 
limits from the rule of non-discrimination laid down in Article 13. 
The rules set out in the article allow a fairly wide degree of dis¬ 
crimination for many countries, including Australia. The period 
within which such discrimination may be exercised is not, how¬ 
ever, uniform, but has been made dependent on the period during 
which the contracting party is availing itself of the transitional 
arrangements provided for in Article XIV of the Articles of Agree¬ 
ment of the International Monetary Fund, if the party is also a 
member of the Fund. (Article XIV of the Articles of Agreement 
provides that in the post-war transitional period members of the 
Fund may maintain and adapt to changing circumstances, for the 
period that such maintenance or adaptation is necessary, restric¬ 
tions on payments and transfers for current international trans¬ 
actions.) 

A few countries, including the United States, have never taken 
advantage of the provisions of Article XIV of the Fund Agreement, 
but most European countries and others whose currencies are 
closely tied to European currencies are likely to continue to main¬ 
tain restrictions under the article for a considerable time to come. 
Australia as a member of the Fund is taking advantage of the pro¬ 
visions of Article XIV of the Fund Agreement, and her discrim¬ 
ination against hard currency countries, including the United 
States, has been based on this article. 

The general rule intended to cover countries during the period 
they are operating discriminatory import restrictions is set out 
in paragraph 1(b) of Article 14 of the General Agreement, which 
allows a country to use such restrictions to the extent that those 
restrictions have equivalent effect to exchange restrictions which 
the country is authorised to operate under Article XIV of the Fund 
Agreement. Paragraph 1(c) further provides that a country may 
discriminate to a greater extent than would be allowed under 
paragraph 1(b), if such discrimination is a continuation or adapt¬ 
ation to changing circumstances of discrimination which it was 
in fact operating on 1st March, 1948. Plowever, if the freedom 
of a contracting party to use exchange restrictions under Article 
XIV of the Fund Agreement is subsequently limited as a result 
of action by the Fund, the party cannot continue to operate dis¬ 
criminatory import restrictions having equivalent effects merely 
because it was in fact discriminating in that way on 1st March, 

1948. 

Provision is made in Article 15 of the General Agreement under 
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which a contracting party which is not a member of the Inter¬ 
national Monetary Fund is required to enter into a special 
exchange agreement with the Contracting Parties imposing limi¬ 
tations in respect of exchange controls and currency stability 
similar to those accepted by members of the Fund. 

The definition of the area of permissible discrimination by ref¬ 
erence either to exchange restrictions permitted by the Fund, or 
to actual discrimination operating on 1st March, 1948, was not 
satisfactory to some countries, including the United Kingdom and 
Canada. It was therefore decided that countries which had become 
parties to the General Agreement before 1st July, 1948, could elect, 
not later than 1st January, 1949, to be governed by rules cor¬ 
responding closely to those laid down in the Geneva text of Article 
23 of the Charter, which are complete in themselves and do not 
depend upon the degree of discrimination exercised at a particular 
point of time in the past. Most of the contracting parties exercising 
discriminatory restrictions are governed by what is known as the 
“Havana option”, which is written into Article 14, while five— 
Canada, Ceylon, Southern Rhodesia, South Africa, and the United 
Kingdom—chose the “Geneva option” contained in Annex J of the 
General Agreement, which was based on the Geneva draft of 
Article 23 of the Charter. 

Under Annex J a contracting party electing to be bound by it 
may, by applying quantitative restrictions in a discriminatory 
manner, increase its imports from certain sources. Action taken 
under the annex is, however, subject to the conditions that prices 
paid are not substantially higher than those which would have to 
be paid from other contracting parties, that transactions will not 
have the effect of unduly depleting monetary reserves, and that 
unnecessary damage will not be caused to the commercial or 
economic interests of any other contracting party. Annex J may 
be invoked only so long as the party concerned is availing itself 
of post-war transitional period arrangements under the Fund 
Agreement or a special exchange agreement. 

The contracting parties are required to report annually on 
discriminatory action being taken under all arrangements covering 
the post-war transitional period. Since March, 1952, annual con¬ 
sultation with the Contracting Parties has been required, and the 
Contracting Parties may approach any party applying discrimina¬ 
tory treatment with a view to the variation or termination of such 
treatment (paragraph 1 (g) and (h)). 

A party which is applying import restrictions under Article 12 
may also apply measures to direct its exports to markets where 
they will earn convertible currencies. It is also provided that, after 
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the close of a party s post-war transitional period, a party may, 
with the consent of the Contracting Parties, temporarily apply dis¬ 
crimination in import restrictions in respect of a small part of its 
trade where the benefits to the contracting party or contracting 
parties concerned substantially outweigh any injury which may 
result to the trade of other contracting parties. 

Special exceptions from the rule of non-discrimination are made 
in favour of groups of territories having a common quota in the 
International Monetary Fund, in respect of import restrictions 
having equivalent effect to exchange restrictions under Article VII 
of the Fund Agreement relating to scarce currencies, and in re¬ 
spect of preferential arrangements within the British Common¬ 
wealth provided for in Annex A of the General Agreement. (This 
latter exception covers preferential meat quota arrangements.) 

In the existing conditions of world trade, and particularly 
because of the general scarcity of dollars, it is obviously essential 
that Australia should be able to discriminate in favour of imports 
from the United Kingdom and other countries whose currencies 
are relatively “easy” for Australia, and against imports from the 
United States and other countries whose currencies are “hard” 
in relation to Australian currency. Moreover, Australia’s inti¬ 
mate financial and trading links with the United Kingdom 
make her prosperity a prime interest for Australia. Australia’s 
economic future is bound up with that of the other members of 
the sterling group of countries, whose dollar resources as a group 
must be husbanded to ensure that the still limited trade with the 
dollar area does not diminish. The maintenance of adequate 
dollar reserves for the purchase of essential goods has over sev¬ 
eral years necessitated the maintenance of close control over the 
spending of dollars on the part of every member of the sterling 
group, including Australia, and this could not have been effective 
without the right to discriminate against United States goods 
which were not essential to the economies of countries of the 
group. The effect of the provisions of Article 14 is to provide fairly 
wide freedom for most countries to exercise discrimination for 
some years to come so far as imports are concerned. Such discrim¬ 
ination would, however, have to be much more strictly limited 
as soon as the world economy had attained a better balance and 
general convertibility of currencies had been achieved. The pro¬ 
visions of the article are quite adequate to ensure to Australia 
freedom to continue the types of discrimination which she is 
operating at present or which she is likely to need in the future. 

A note on Australia’s import licensing policy as administered 
since 1945 appears in Chapter XI of this work. 
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Article 15 of the General Agreement is primarily concerned with 
the relationship between the Contracting Parties and the Inter¬ 
national Monetary Fund, of which Australia became a member 
on 25th May, 1947. Its main purposes are to ensure as far as pos¬ 
sible that the Contracting Parties and the Fund work in close col¬ 
laboration so far as regards balance of payments problems, that 
duplication of staff and functions should be kept to a minimum, 
and that the policies of the two bodies in the field of balance of 
payments are co-ordinated. The article also seeks to ensure that 
contracting parties which are not members of the Fund, and there¬ 
fore are not subject to the limitations on their freedom of action 
in exchange matters set out in the Articles of Agreement of the 
Fund, shall not be free to nullify, by means of exchange action, 
the provisions of the General Agreement covering restrictive 
trading practices. A party which is not a member of the Fund is 
required to become a member within a time to be determined, or, 
failing that, to enter into a special exchange agreement with the 
Contracting Parties. 

When the Contracting Parties are called upon to deal with prob¬ 
lems affecting monetary reserves, balance of payments or foreign 
exchange arrangements, they are required to consult with the Fund 
and to accept all findings of statistical and other facts of a financial 
character presented by the Fund, and to accept the determination 
of the Fund as to whether action by a contracting party in exchange 
matters is in accordance with the Articles of Agreement of the 
Fund, or with the terms of a special exchange agreement with the 
Contracting Parties. The Contracting Parties are also required, 
in reaching a final decision in cases involving the invocation of 
Article 12 and the assessment of monetary reserves, to accept the 
determination of the Fund as to what constitutes a serious decline, 
a very low level, or a reasonable rate of increase in such reserves, 
and as to the financial aspects of other matters on which consulta¬ 
tion takes place. However, determinations of the Fund are, for 
the purposes of Article 12, not the only relevant factors in making 
decisions, and it is the Contracting Parties themselves which make 
decisions in the light of all relevant considerations. 13 

The article provides that contracting parties shall not, by 
exchange action, “frustrate’ the intent of provisions of the Gen¬ 
eral Agreement, nor, by trade action, the intent of the provisions 
of the Fund Agreement. It is also made clear in the article that 
nothing in the General Agreement shall preclude the use of 
exchange controls or exchange restrictions which are in accordance 
with the terms of the Fund Agreement or any special agreement 
with the Contracting Parties. An Interpretative Note to Article 15 
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explains that the word “frustrate” as used above is intended to 
indicate, for example, that infringements of the letter of any article 
of the General Agreement by exchange action shall not be re¬ 
garded as a violation of that article if, in practice, there is no 
appreciable departure from the intent of the article. 

3 . Part II—Prohibition of Procedures , other than Quantitative 
Restrictions , which could affect the Value of Tariff Conces¬ 
sions (Articles 3 to 10,16 and 17) 

The following articles of the General Agreement—3 to 10,16 and 
17—are directed against the use of procedures, governmental and 
administrative, apart from quantitative restrictions, which could 
affect the value of tariff concessions negotiated under Part I of 
the agreement. 

Article 3 of the agreement provides for the exemption of 
imported products from internal taxes and charges in excess of 
those applied to similar national products. No new taxes on 
imported products may be instituted for the purpose of affording 
protection to national products not similarly taxed, if there is no 
substantial production of such national products. The same rules 
apply as regards laws, regulations and requirements affecting 
internal sale, purchase, transport or distribution. So far as concerns 
internal quantitative regulations requiring the mixture, processing 
or use of products in specified proportions, imported products are 
to be treated as favourably as like products of national origin. 

Differential transportation charges may be imposed based exclu¬ 
sively on economic operation of the means of transport, and not 
on the nationality of the product. Internal quantitative regulations 
already in force on certain base dates are excluded from the opera¬ 
tion of the article, as also are subsidies and products purchased for 
governmental purposes. 

Under Article 4 , internal quantitative regulations relating to 
cinematograph films are to take the form of screen quotas, and 
requirements to which such quotas shall conform are laid down. 

A proportion of screen time may be reserved for films of national 
origin, but quotas must not be discriminatory as between films 
of different external origin. These quotas are subject to negotiation 
for their modification or removal. 

Article 5 lays down that contracting parties shall provide free¬ 
dom of transit for traffic in transit to or from the territory of other 
contracting parties, without distinction based on the flag of vessels, 
the place of origin or destination, or any circumstances relating to 
the ownership of the goods or the means of transport. The article 
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does not apply to aircraft, but only to goods and baggage carried 
by aircraft. 

The article contains a provision covering the treatment of goods 
after they have been in transit through the territory of another 
contracting party, and lays down that such goods shall receive 
treatment no less favourable than that which they would have 
received if they had been transported direct. It was considered 
necessary for Australia and other countries interested in the pre¬ 
ferential system of the British Commonwealth to secure recogni¬ 
tion of the right to maintain their existing methods of determining 
the eligibility for preferential treatment of goods which have not 
been directly consigned to the country concerned, and of deter¬ 
mining the value for duty purposes of such goods. Such recognition 
is contained in the article. 14 

Articles 6 to 10 of the General Agreement impose certain limi¬ 
tations on the freedom of contracting parties to take administra¬ 
tive action would have the effect of defeating the general objectives 
of Part I of the agreement. 

Under the provisions of Article 6, a contracting party may levy 
a special duty in order to offset or prevent dumping, providing 
it is not greater than the price difference determined in accordance 
with a formula set out in the article. A product is considered to be 
imported at less than its normal value if the price is less than 
the comparable price of a like product destined for consumption 
in the exporting country, or, in the absence of a domestic price, 
the highest comparable export price or the cost of production in 
the exporting country plus normal additions. 

The Australian Customs Tariff (Industries Preservation) Act 
1921-1936 provides against price dumping (i.e., where goods are 
sold at a lower price for export than for home consumption), 
freight dumping (i.e., where goods are transported free or at 
abnormally low freight rates), dumping through depreciation 
of currency, and dumping which, through depreciation of cur¬ 
rency, would affect the preferential trade of the United Kingdom 
in the Australian market. 

Under Article 6 a countervailing duty may be levied, provided 
it does not exceed the bounty or subsidy which has been granted 
on the production or export of the product. No product imported 
shall be subject to both anti-dumping and countervailing duties 
to compensate for the same situation of dumping or export sub¬ 
sidisation, and no anti-dumping or countervailing duty is to 
be levied, without the consent of the Contracting Parties," except 
when the dumping or subsidisation is such as to cause or threaten 
material injury to domestic industry. However, these latter require- 
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ments may be waived by the Contracting Parties if material injury 
to an industry in the territory of another contracting party export¬ 
ing the goods concerned is caused or threatened by the action of 
another contracting party in dumping like goods into the territory 
of a third party. 

The imposition of countervailing duties under Section 303 of the 
United States Customs Tariff Act of 1930 is mandatory in the 
United States if any element of subsidisation is found to exist in 
the case of goods exported to that country. Article 6 contains a 
provision under which it is presumed that products exported 
under a stabilisation scheme (such as the Australian two-price 
scheme for butter), and determined to have conformed to the 
provisions of the article, would not result in “material injury” to 
another contracting party. The United States Government imposes 
a countervailing duty on imports of butter exported under the 
Australian stabilisation scheme which has been in operation since 
1926, but other legislative measures of the United States have also 
affected the question of exports of Australian butter to the United 
States. (These measures are discussed later in this work in associ¬ 
ation with the consideration of action taken under other articles of 
the General Agreement. 0 ) 

Australian legislation does not contain specific provision for 
the imposition of countervailing duties, but the effects of any 
bounty or subsidy granted by an overseas country in respect of 
goods imported into Australia could be countered by the imposi¬ 
tion of dumping duty under the Customs Tariff (Industries Pre¬ 
servation) Act. 

Article 7 of the General Agreement sets out the general prin¬ 
ciples under which imported goods are to be valued for customs 
purposes, and prescribes generally that valuation is to be based on 
the actual value of the imported goods, and not on the value of 
goods of national origin or on arbitrary or fictitious values. 

The Australian basis for calculating the value of goods for 
customs purposes is the actual money price paid or to be paid for 
the goods plus any special deduction, or the current domestic 
value of the goods, whichever is the higher, to which are added 
all charges payable for placing the goods free on board at the 
port of exportation. 15 This basis conforms to the provisions of 
Article 7, and an Interpretative Note to the article was inserted 
in the agreement in order to make it clear that this was so. The 
Australian basis is not used as a means of increasing protection. 

The article provides that, in respect of the conversion of foreign 
currencies for duty purposes, the rate of exchange to be used shall 

° See Chapter X. 
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be based on the par values of the currencies involved, as estab¬ 
lished under the Articles of Agreement of the International Mone¬ 
tary Fund or special exchange agreements entered into under 
Article 15 of the General Agreement. If no par value has been 
established, the conversion rate must reflect effectively the current 
value of the currency in commercial transactions. Contracting 
parties are allowed to take measures to reflect effectively the value 
of foreign currencies in commercial transactions in the case of 
countries employing multiple rates of exchange. 

Under Article 8 of the General Agreement the contracting parties 
in effect recognise that in general the extent and nature of admin¬ 
istrative requirements regarding imports and exports impose an 
undue burden on the free flow of world trade, and the article 
prescribes that at least these requirements should not be used as 
a means of affording concealed additional protection to domestic 
industry, nor should they constitute a form of taxation of imports 
and exports. Fees and charges, other than duties, should be limited 
to the approximate cost of the services rendered. 

It is required under the article that the contracting parties shall 
take action “at the earliest practicable date” for decreasing and 
simplifying formalities and documentation relating to matters such 
as consular invoices, quantitative restrictions, licensing, exchange 
control, etc. Lenient treatment in respect of minor offences under 
customs regulations or in connection with procedural require¬ 
ments, which is also required under the article, is already normal 
practice in Australia, and the general application of the principles 
set out in the article would undoubtedly be of advantage to this 
country. 

Article 9 provides for most-favoured-nation treatment in relation 
to requirements for marks of origin on goods. Such requirements 
are to be reasonable, and the article lays down general principles 
to be observed. Contracting parties shall co-operate with each 
other with a view to preventing the use of trade names in such a 
manner as to misrepresent the true origin of a product. 

The provisions of the article would not necessitate any change 
in Australian practice with regard to marks of origin on imported 
goods, and any action in other countries to give effect to the article 
could only have a beneficial effect so far as exports of products 
of Australia’s secondary industries are concerned. 

Article 10 requires the prompt publication by contracting parties 
of laws, regulations, judicial decisions and administrative rulings 
affecting classification or valuation of goods, rates of duty, restric¬ 
tions on trade or on the transfer of payments, or affecting the sale 
or distribution of imported products. Trade agreements between 
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contracting parties are also to be published. There shall be no 
enforcement of such laws, regulations, etc., before publication. 
Australian practice conforms with these requirements. 

Contracting parties are required to administer laws, regulations, 
etc., covered by the article in a uniform, impartial and reasonable 
manner, and to maintain judicial, arbitral or administrative tri¬ 
bunals or procedures for the prompt review and correction of 
administrative action in the customs field. Such tribunals or pro¬ 
cedures are to be independent of the administrative authority for 
customs matters. 

Importers in Australia would, in cases of dispute, have free 
access to the civil courts for review of administrative action in 
customs matters. They would also have access to the Australian 
Tariff Board in some cases, but in others have no access as of 
right, since under the provisions of the Tariff Board Act 1921- 
1947 10 access is in some matters at present only allowed at the 
discretion of the Minister for Trade and Customs. 

Under Article 16 , any contracting party which grants or main¬ 
tains any subsidy, including any form of income or price support, 
operating directly or indirectly, which has the effect of increasing 
exports or reducing imports, is required to notify to the Contracting 
Parties in writing the extent and nature of the subsidisation, its 
estimated effect and the circumstances making it necessary. If 
the interests of another contracting party are seriously prejudiced, 
the contracting party granting the subsidy is required to discuss 
the possibility of limiting the subsidisation. 

Article 17 is intended to ensure that basic principles of commer¬ 
cial policy laid down in the agreement in respect of trade con¬ 
ducted by private enterprise shall be applied to trade carried on 
by Governments or agencies of Governments. State-trading enter¬ 
prises shall act in a manner consistent with the general principles 
of non-discriminatory treatment prescribed for governmental 
measures affecting imports or exports by private traders. The 
criterion of non-discrimination in this field of trade is whether 
purchases or sales are made solely in accordance with commercial 
considerations, including price, quality, availability, marketability, 
transportation facilities and other conditions of purchase or sale. 
The enterprises of other contracting parties are to have adequate 
opportunities to compete for participation in such purchases or 

sales. 

The provisions of the article do not apply to imports of pro¬ 
ducts for consumption solely in governmental use. An Interpreta¬ 
tive Note to the article lays down that the operations of marketing 
boards, which are established by contracting parties and are 
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engaged in purchasing or selling, are subject to the provisions of 
the article. 

Long-term contracts or bulk sales, such as those which Australia 
has negotiated with the United Kingdom Government in respect 
of her primary products, are not prohibited under the article. 

4. Part II—Permissible Exceptions to the Agreement , Consulta¬ 
tion, and Emergency Action (Articles 18 to 23) 

Articles 18 to 23 of the General Agreement set out the circum¬ 
stances in which action generally at variance with the terms of 
the agreement may be taken, and provide for consultation between 
contracting parties in certain eventualities. 

Article J8 of the General Agreement is based on Article 13 
and part of Article 14 of the Charter. The article recognises that 
special governmental assistance in the form of protective measures 
may be required to promote the establishment, development or 
reconstruction of particular industries or particular branches of 
agriculture. It provides the means by which a contracting party, 
in the interests of its economic development, may secure a release 
from obligations under the General Agreement. 

A contracting party may obtain authority from the Contracting 
Parties to impose non-discriminatory protective measures for pur¬ 
poses of economic development or reconstruction. Applications for 
authority to impose such measures are treated in accordance with 
procedures set out in detail in the article, and are considered in 
the light of certain criteria depending upon whether the measures 
would conflict with negotiated commitments under Part I of the 
agreement, and/or with other provisions of the agreement, e.g., 
those relating to quantitative restrictions. 

The provisions of Article 18 are complicated, but are based on 
the principle that a minimum of harm should be caused to other 
contracting parties, and that a release should be granted by the 
Contracting Parties if it will encourage economic development. 
Contracting parties which consider that their trade is substantially 
affected by proposed measures by any other party shall notify 
the Contracting Parties, who shall examine the measures, and 
negotiations shall be instituted. Adjustments may be decided upon 
as a result of the negotiations. 1 

Any non-discriminatory measures in force on 1st September 
1947, imposed for the establishment, development or reconstruc¬ 
tion of particular industries, etc., may be maintained. Notification 
of products affected is to be made. 

Article 19 of the General Agreement is an “escape clause’ similar 
in effect to that which has been incorporated in agreements nego- 
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dated by the United States Government under the Reciprocal 
Trade Agreements Act. It provides a procedure under which a 
contracting party may, in respect of any particular product, seek 
a modification of, or release from, its obligations under the agree¬ 
ment, including tariff and preference reductions negotiated under 
the provisions of Article 2. 

The article envisages a situation where, through unforeseen 
developments, a tariff concession leads to the importation of a 
particular product in such increased quantities and under such 
conditions as to cause or threaten serious injury to a domestic pro¬ 
ducer of a like or directly competitive product. It is provided that 
in such circumstances the affected contracting party shall be free 
to suspend its obligations in whole or in part, or to withdraw or 
modify the concession, this right to be exercised only to the extent 
necessary and for the time necessary to prevent or remedy injury 
to the domestic producer. 

The Australian delegation to the London meeting of the Pre¬ 
paratory Committee in 1946 was instrumental in securing the in¬ 
clusion of a clause in the article (originally Article 40 of the 
Charter) to cover emergency action which might be necessary 
to a country whose producers were affected by the surrender of 
a preference. Thus, if exports into the United Kingdom from 
another country threatened the Australian market for a product 
in respect of which a preference had operated, the United King¬ 
dom Government would be free at the request of the Australian 
Government to restore the former preference. 

Corrective action under the article cannot normally be taken 
without previously notifying the Contracting Parties, so that an 
opportunity for consultation concerning the proposed action will 
be afforded to the Contracting Parties and to countries having a 
substantial interest as exporters of the product concerned. How¬ 
ever, in circumstances of special urgency, where delay would 
cause damage which would be difficult to repair, corrective 
action may be taken provisionally without prior consultation, on 
condition that consultation takes place immediately afterwards. 
In this latter case, should no agreement arise out of the consul¬ 
tations, or even before consultation takes place, contracting parties 
may, if results on their trade are serious, suspend obligations or 
concessions to the contracting party taking the corrective action, 
with a view to preventing or remedying injury to their trade. 

Article 20 sets out a number of necessary general exceptions 
to the provisions of the General Agreement, which may be applied 
in a non-discriminatory manner, provided that their application 
does not constitute a disguised restriction on international trade. 
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Some of these are traditional exceptions which have appeared in 
commercial treaties as a matter of course over many years. 

The exceptions in the article cover measures relating to: public 
morals; human, animal or plant life or health; import and export 
of gold or silver; patents, trade marks and copyrights; prison-made 
goods; national treasures; conservation of exhaustible natural 
resources where the measures are made effective in conjunction 
with restrictions on domestic production or consumption; restric¬ 
tions on exports of domestic materials to conserve supplies for 
domestic industries when domestic price levels of the materials are 
stabilised at below world market levels. The exceptions also cover 
measures undertaken in pursuance of obligations under inter¬ 
governmental commodity agreements, conforming to the prin¬ 
ciples approved by the Economic and Social Council of the United 
Nations in its Resolution of 28th March, 1947, establishing an 

Interim Co-ordinating Committee for International Commodity 
Arrangements. 

In addition, exceptions are also provided, subject to certain safe¬ 
guards, in respect of measures essential to the acquisition or dis¬ 
tribution of products in short supply or to the control of prices or 
the liquidation of surplus stocks subsequent to the war. These 
measures were to have been removed by January, 1951, but the 

exemption has been extended by the Contracting Parties to 1st 
July, 1955. 17 

Under this article, measures which might be taken by the Com¬ 
monwealth Government in pursuance of obligations under the 
International Wheat Agreement or the International Sugar Agree¬ 
ment are not subject to the provisions of the General Agreement. 

Additional exceptions are set out in Article 21 , which provides 
that the General Agreement does not require any contracting 
party to furnish information against its essential security interests 
or to prevent the protection of security interests relating to fission¬ 
able materials, and traffic in arms, ammunition, etc., and in other 
goods and materials carried on directly or indirectly for the pur¬ 
poses of supplying a military establishment. No contracting party 
is required to prevent action in pursuance of obligations under 

the United Nations Charter for the maintenance of international 
peace and security. 

So far as Australia is concerned, the export of a commoditv such 
as iron ore, of which there are limited reserves, but the use of 
which is not restricted locally, may be prohibited under the article. 

Under Article 22 each contracting party is required to afford 
opportunities for consultation regarding representations made by 
any other contracting party with respect to the operation of 
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customs regulations and formalities, anti-dumping and counter¬ 
vailing duties, quantitative and exchange regulations, subsidies, 
State-trading operations, sanitary laws and regulations, for the 
protection of human, animal or plant life or health, and generally 
all matters affecting the operation of the agreement. 

Article 23 provides that complaints that benefits which should 
accrue under the agreement to any contracting party are being 
nullified or impaired by action or failure to take action by another 
contracting party, or by the existence of any other situation, are 
to be addressed in the first instance to the contracting party or 
parties concerned. Complaints may be in respect of any action 
affecting benefits, whether such action conflicts or not with the 
provisions of the agreement. 

If no satisfactory adjustment is arrived at, the Contracting 
Parties may be asked to investigate and to make recommendations 
or give rulings. They may authorise injured parties to suspend 
obligations or concessions, but in such event the party complained 
against may withdraw from the agreement. 

In July, 1949, the Chilean Government raised with the Austra¬ 
lian Government the question of the effect of the removal of 
nitrate of soda from the pool of nitrogenous fertilisers which is 
subsidised by the Australian Government. It was claimed by the 
Chilean Government that the tariff concession in respect of nitrate 
of soda obtained by Chile from Australia at Geneva in 1947 had 
been nullified or impaired by the discontinuance of this subsidy 
payment. Payment was being continued in respect of ammonium 
sulphate. 

The Contracting Parties adopted a report on the matter on 
3rd April, 1950, which recommended that the Commonwealth 
Government consider means to remove any competitive inequality 
between nitrate of soda and ammonium sulphate. Although the 
Commonwealth Government disagreed with the conclusions 
arrived at by the Contracting Parties, agreement on the matter 
was reached between the Commonwealth and Chilean Govern¬ 
ments on 6th November, 1950, and Chilean nitrate of soda 
imported into Australia for purposes of use as a fertiliser is now 

subsidised on a basis agreed upon. 18 

In 1951 Australia and several other contracting parties to the 

General Agreement formally protested to the United States Gov- 
eminent against the operation of import controls imposed under 
the United States Defence Production Act in respect of dairy pro¬ 
ducts including butter, on which a tariff concession had been 
granted to Australia as a result of the negotiations between the 
United States and Australia in 1947. The controls at that time 
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amounted in effect to a total prohibition on the import of Austra¬ 
lian butter into the United States. This matter is further discussed 
later in this work in connection with consideration of the results 
of tariff negotiations between Australia and individual countries 
(Chapter X). 19 

5. Part III—Accession to and Enforcement of the Agreement, 
Withdrawals , Amendments and Relation of the Agreement 
to the Havana Charter (Articles 24 to 35) 

Part III of the General Agreement, containing the last twelve 
articles, covers matters having reference to accession to and 
enforcement of the agreement, withdrawals, amendments, and 
the relation of the agreement to the Charter. Under the Protocol 
of Provisional Application and the protocols of accession, con¬ 
tracting parties have, as with Part I, accepted an absolute com¬ 
mitment in respect of Part III. 

Article 24 of the agreement recognises the desirability of increas¬ 
ing freedom of trade by the development of closer integration 
between national economies, and that a customs union or a free- 
trade area may serve to facilitate trade between the participating 
countries while not raising barriers against the trade of other 
countries. Accordingly it is laid down that the provisions of the 
agreement shall not prevent the formation of a customs union 
or of a free trade area, provided that the duties and regulations 
with respect to commerce shall not on the whole be higher or more 
restrictive than those previously in force. In the event that an 
interim agreement for the formation of a customs union or a free 
trade area is concluded, contracting parties are required to notify 
the Contracting Parties, who will examine the plan and judge 
whether the agreement is likely to result in a union or the forma¬ 
tion of a free trade area within a reasonable time. However, the 
Contracting Parties may, by a two-thirds majority, approve pro¬ 
posals which do not fully comply with the requirements laid 
down in the article. Countries forming a customs union adopt a 
common tariff, while countries forming a free trade area substan¬ 
tially eliminate all restrictive measures on trade between them. 

Preferences referred to in Article 1 of the General Agreement 
(including of course those applying to Australia's trade with 
members of the British Commonwealth) are not to be affected by 
the formation of a customs union or a free trade area, but may 
be eliminated or adjusted by means of negotiations with con¬ 
tracting parties affected. This would ensure that, should any pref¬ 
erence in which Australia was interested be involved, the Com¬ 
monwealth Government would be able to participate in negotia- 
o 
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tions for the modification of the preference and to press for 
satisfactory compensation. 

Article 24 deals also with the territorial application of the agree¬ 
ment and defines the term “customs territory , \ In addition, it 
provides that the agreement shall not be construed to prevent 
advantages being accorded by a contracting party to an adjacent 
country in order to facilitate frontier traffic. 

Article 25 provides for meetings of representatives of the con¬ 
tracting parties from time to time for consideration of joint action 
where required, and to facilitate the operation of the agreement. 
The article contains an important clause permitting an obligation 
imposed upon a contracting party by the agreement to be waived, 
provided this is approved by two-thirds of the votes cast, such 
votes to comprise more than half of the contracting parties. Aus¬ 
tralia has never taken advantage of this clause. 

It is also provided in the article that if a contracting party has 
failed without sufficient justification to carry out negotiations for 
tariff reductions, the Contracting Parties may authorise a com¬ 
plaining contracting party to withhold tariff concessions from 
that party. If concessions are withheld the contracting party which 
did not negotiate will be free to withdraw from the agreement. 

Article 26 lays down provisions for the acceptance and entry 
into force of the agreement. At the present time, of course, it is 
being applied provisionally. Under this article, the agreement will 
be brought into force definitively when it has been accepted by 
Governments the territories of which account for 85 % of die total 
external trade of the countries which negotiated at Geneva in 
1947. The percentage share is to be determined in accordance 
with a table set out in Annex H of the agreement. 

Under Article 27 a contracting party is free to withhold or with¬ 
draw any concession initially negotiated with a Government which 
has not become, or has ceased to be, a contracting party. How¬ 
ever, since concessions are extended to all contracting parties, a 
contracting party withholding or withdrawing a concession is re¬ 
quired to consult with others having a substantial interest in the 
product concerned. 

Article 28 provides that rates of duty bound in the schedules to 
Article 2 are not to be altered before 1st July, 1955. (The original 
date fixed was 1st January, 1951.) Thereafter contracting parties 
may modify or cease to apply treatment, which it had been agreed 
to accord under individual tariff items, by negotiation and agree¬ 
ment with the contracting parties with which concessions were 
initially negotiated, and subject to consultation with others having 
a substantial interest. If agreement cannot be reached the modi- 
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fication or withdrawal may nevertheless be made, but in such event 
other contracting parties may withdraw substantially equivalent 
concessions. 

An alteration of the date 1st January, 1951, to 1st January, 1954 
was effected by the Torquay Protocol to the General Agreement, 
dated 21st April, 1951, which set out the decisions of the Fifth 
Session of the Contracting Parties held at Torquay in 1950-51. 20 
Renegotiation of a relatively small number of tariff items was car¬ 
ried out by contracting parties, including Australia, at the Torquay 
Conference. The results of the renegotiation so far as Australia is 
concerned are considered later in this work in association with 
consideration of the results generally of Australia’s tariff negotia¬ 
tions under the agreement. 

At the Eighth Session, held at Geneva from 17th September to 
24th October, 1953, the Contracting Parties adopted the text of a 
Declaration extending the assured life of the tariff schedules 
annexed to the General Agreement until 1st July, 1955. 21 The 
Declaration was to remain open for signature until 31st December, 

1953, but signature in respect of Australia was not effected until 
23rd February, 1954, with retrospective effect from 1st January, 

1954. The Declaration contained a reciprocity clause whereby the 
provisions of the Declaration would not apply to concessions initi¬ 
ally negotiated with a Government which did not sign it. 

The first provision of Article 29 of the General Agreement con¬ 
stitutes the principal link between the agreement and the Havana 
Charter. Under this provision the contracting parties undertake, 
pending their acceptance of the Charter, to observe to the fullest 
extent of their executive authority the general principles of Chap¬ 
ters 1 to VI inclusive and of Chapter IX of the Charter. These 
chapters cover the purposes and objectives of the proposed Inter¬ 
national Trade Organisation, employment and economic activity, 
economic development and reconstruction, commercial policy, re¬ 
strictive business practices, inter-governmental commodity agree¬ 
ments and the general provisions; only the chapters dealing with 
the organisation, functions and procedures of the proposed Inter- 
national Trade Organisation are omitted. 

The article also provides that, in the event that the Charter did 
not enter into force by 30th September, 1949, the Contracting 
Parties were to decide whether the agreement should be 
“amended, supplemented or maintained”. The failure to secure 
ratification of the Charter by the United States Congress led to a 
review of the administration of the agreement at the Fifth and 
Sixth Sessions of the Contracting Parties held at Torquav and 
Geneva in 1950 and 1951, resulting in the conclusion that it would 
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be premature to make any radical changes in their administrative 
arrangements. In the meantime procedural arrangements to deal 
with urgent problems which might arise when the Contracting 
Parties were not in session were adopted. 22 

Under Article 30 , amendments to Part I and to Articles 29 and 
30 require the acceptance of all contracting parties, but other 
amendments become effective, for those contracting parties which 
accept them, upon acceptance by two-thirds of the contracting 
parties. The Contracting Parties may decide that any amendment 
made effective under the two-thirds rule is of such a nature that 
any contracting party which has not accepted it within a specified 
period is free to withdraw from the agreement, or may remain a 
contracting party only with their consent. 

When the agreement is applied definitively under Article 26, a 
contracting party will be free, under Article 31 , to withdraw after 
six months’ notice. Under the Protocol of Provisional Application, 
under which the agreement is now operating, two months’ notice 
of withdrawal is sufficient. 

Article 32 defines the “contracting parties”, which are those 
Governments applying the provisions of the agreement under 
Articles 26 or 33 or pursuant to the Protocol of Provisional Appli¬ 
cation. When the agreement comes into force definitively, the con¬ 
tracting parties which have accepted it under Article 26 may 
decide that any contracting party which has not so accepted it 
shall cease to be a contracting party. 

Under Article 33, the terms on which a Government may accede 
to the agreement are to be agreed upon between such Govern¬ 
ment and the Contracting Parties, decisions on accession to be 
taken by a two-thirds majority. 

Article 34 makes annexes to the agreement an integral part of 
it. Thus the article gives to all annexes, including the Interpreta¬ 
tive Notes comprising Annex I, the same legal value as attaches 
to the main provisions of the agreement. 

Article 35 of the agreement provides that the agreement, or 
alternatively Article 2 of the agreement, shall not apply as between 
any contracting party and any other contracting party if (a) the 
two contracting parties have not entered into tariff negotiations 
with each other, and (b) either of the contracting parties, at the 
time either becomes a contracting party, does not consent to 
such application. Thus the article permits a contracting party to 
withhold application of the agreement, or application of its own 
schedule of tariff concessions, from another contracting party 
with which it has not entered into tariff negotiations. 

The article was added to the agreement in 1948, at the time when 
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the unanimity rule under Article 33 relating to accessions was 
changed to provide for a two-thirds majority. At the time of the 
amendment of the agreement it was pointed out that such a safe¬ 
guard was necessary, otherwise “two-thirds of the contracting 
parties would oblige a contracting party to enter into a trade 
agreement with another country without its consent”. The article 
was also necessary since in very many cases no tariff negotiations 
have taken place as between old contracting parties to the agree¬ 
ment, and the position as between them had to be reconciled with 
their position vis-a-vis new contracting parties. In the case of some 
countries (but not Australia) the application of tariff concessions 
has been limited under the article. 

It would be possible under Article 35 for tariff concessions 
granted by Australia to contracting parties, and applicable to 
all other contracting parties, to be withheld from Japan should 
that country become a contracting party to the General Agree¬ 
ment. 23 


As has already been mentioned, at the Havana Conference of 
1948 a resolution, adopted by the Conference and annexed to its 
Final Act, established an Interim Commission for the International 
Trade Organisation, consisting of representatives of Governments 
approving the resolution and entitled to original membership of 
the Organisation. The resolution provided for the election of an 
Executive Committee of eighteen members and also for the elec¬ 
tion of an Executive Secretary. Australia was represented on 
the Executive Committee. 24 

For several years the General Agreement has functioned with 
a small secretariat provided by the Interim Commission. At the 
Fifth Session of the Contracting Parties the establishment of a 
permanent secretariat was considered, but this question and other 
administrative questions were referred to the Sixth Session, held 
in 1951. That session adopted on 24th October, 1951, a report 
indicating that it was difficult to consider more permanent arrange¬ 
ments for a secretariat until such time as the Contracting Parties 
were in a position to accept permanent arrangements for the con¬ 
tinuing administration of the General Agreement. 25 The report 
therefore recommended that the Contracting Parties decide that 
the usual functions of a secretariat continue to be carried out, 
pending further consideration at a later session, by the Executive 
Secretary of the Interim Commission for the International Trade 
Organisation.- 0 Such functions would include examining proposals 
submitted for the agenda of the Contracting Parties, consulting 
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contracting parties concerned and submitting reports to the Con¬ 
tracting Parties. 

At the Seventh Session of the Contracting Parties held in 1952, 
an Ad Hoc Committee on Agenda and Intersessional Business was 
established. 27 Australia is represented on this committee by its 
diplomatic officers stationed at Geneva. At the Eighth Session, 
held in September-October, 1953, the Contracting Parties, on the 
initiative of the Commonwealth Government, decided that 
arrangements should be made for a review of the General Agree¬ 
ment, to be begun in October, 1954, or at a later date if so 
recommended by the Ad Hoc Committee. It was announced that 
the purpose of the session would be to review the General Agree¬ 
ment on the basis of the experience gained since it had been in 
operation, to examine to what extent it would be desirable to 
amend or supplement its existing provisions, and to examine it 
from the point of view of changes to be made in arrangements 
for its administration. 28 Contracting parties have been requested 
to submit proposals and suggestions. 
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CHAPTER X 


Australian Tariff Negotiations Under the 

General Agreement 


1. 'Negotiations at Geneva , 1947—The United States 

After the depression of the nineteen-thirties, the trade of almost 
all European countries, and indeed of most countries in the world, 
was regulated through quota restrictions, exchange controls, 
clearing agreements, barter arrangements and other forms of gov¬ 
ernment controls. Customs tariffs, which in most countries had up 
to the early thirties been the principal means of regulating trade, 
had become of minor importance in the economies of countries 
which had resorted to other regulatory measures, and the import¬ 
ance of tariffs for those countries, including Australia, which did 
not in general adopt other means of regulation, had diminished 
considerably as a bargaining medium in negotiations with coun¬ 
tries the effects of whose tariffs were overridden by other measures. 
Perhaps the best illustration of this fact is the failure of the Aus¬ 
tralian and German Governments to arrive at a basis for negotia¬ 
tion of a trade agreement in the several years before 1939. 

The necessity for the conservation and direction of resources 
for the purpose of waging the war of 1939-45 had resulted in the 
imposition of much more onerous restrictions than had hitherto 
applied to the trade of all countries, with the result that tariffs 
came to have much less significance as a medium affecting the 
flow of goods. From the time of the Atlantic Charter of 1941 and 
the Mutual Aid Agreements of 1942, there was full recognition 
of the necessity for some positive action on the part of the Allied 
and Associated Powers to free trade between the countries of the 
world from the restrictions to which it had been subjected for so 
many years. The action taken by the Powers (more fully described 
in Chapter VIII) culminated in the General Agreement on Tariffs 
and Trade, of which the provisions for the reduction of tariff 
barriers, the accord of most-favoured-nation treatment, and the 
elimination of obstacles to the effective implementation of tariff 
concessions are directed towards carrying out the intentions of 
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the Powers to take positive action to free international trade from 
the controls which have limited it since the early thirties. 

The objective of the tariff negotiations between members of the 
Preparatory Committee of the United Nations Conference on 
Trade and Employment, which began at Geneva on 10th April, 
1947, in anticipation of the adoption of Article 2 of the General 
Agreement, and in pursuance of the provisions of Article 17 of 
the draft Charter, was in general the reduction of obstacles to 
trade, while safeguarding legitimate measures for the protection 
and development of local industries in countries participating in 
the negotiations, and the provision of a basis for the freer move¬ 
ment of goods when post-war controls, which still operated to 
restrict free movement, could be removed or at least greatly modi¬ 
fied. 

The multilateral negotiation of tariff reductions, as devised at 
the London session of the Preparatory Committee, was a quite new 
concept in the field of international trade relations. It followed 
unsuccessful attempts which had been made, in the initial stages 
of the drafting of the Charter, to obtain agreement among the 
Powers upon the fixation of maximum tariff rates and upon per¬ 
centage reductions of tariffs, the proposals on these matters being 
quite unacceptable to the Commonwealth Government as well as 
to other Governments. 1 All the members of the Preparatory Com¬ 
mittee, with the exception of the Soviet Union, participated in 
the negotiations at Geneva. 

One advantage of multilateral tariff bargaining, which could not 
apply in the process of bilateral bargaining, is that Governments, 
in determining the concessions they may offer to other individual 
countries, are able to take into account indirect benefits they may 
gain as a result of the negotiations proceeding simultaneously 
between other countries. 

Some time before the beginning of the negotiations, participat¬ 
ing Governments exchanged lists of requests for tariff concessions 
on products which were of importance in their export trade. It 
was understood that negotiating countries would be prepared to 
consider requests for the reduction or binding of duties from 
countries which were the principal suppliers of imported products. 
This understanding was later embodied in the procedures adopted 
for the Torquay Tariff Conference of 1950-51. 2 As regards pro¬ 
ducts of which the principal supplier was not a participating 
country, the duty was usually reserved for negotiation with that 
principal supplier when the opportunity offered. Some duties 
reserved at Geneva were negotiated with Governments which 
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acceded later and participated in the tariff negotiations at Annecy 
in 1949 and at Torquay in 1950-51. 

In January, 1947, the Commonwealth Government announced 
that, as the international trade negotiations developed, all items 
specified in requests for tariff concessions made to Australia by 
other countries would be published as they became available, and 
that Australia’s requests for reductions in the tariffs of other coun¬ 
tries would be made known. Public notification would also be 
made with regard to Australian commodities enjoying preference 
in other markets which were likely to be affected by the negotia¬ 
tions. 

On 20th January, 1947, a statement was made to the Australian 
press listing the commodities in the various categories and inviting 
persons interested to make representations to the Government if 
such were called for. Other lists of commodities were published 
subsequently, and on 27th March, 1947, a list was released of 
those commodities in respect of which Australia was expected to 
benefit from the tariff reductions which might be obtained by other 
countries, such benefits to Australia being expected to accrue 
because of the application of the most-favoured-nation principle 
stated in Article 1 of the General Agreement. 3 

Procedures similar to those adopted by the Government in re¬ 
spect of the tariff negotiations at Geneva were later followed in 
respect of the tariff conferences held subsequently at Annecy in 
1949 and at Torquay in 1950-51. 

Of all the bilateral negotiations conducted at Geneva, those with 
the United States of America were considered by the Common¬ 
wealth Government to be by far the most important. Trade 
between Australia and the United States has always constituted 
an important proportion of Australia’s total overseas trade, the 
balance of trade between the two countries having in the past 
been almost invariably in favour of the United States. 

Since the introduction of the Hawley-Smoot Tariff of 1930, the 
United States had maintained very high import duties on agricul¬ 
tural products, and the efforts of the Australian delegation were 
directed towards a substantial reduction in such duties which 
could affect the marketing of Australian products in the United 
States. The most important of these products was, of course, wool, 
and negotiations with regard to wool received a setback very 
soon after the tariff negotiations had opened on 10th April, 1947. 

In 1946 three main Bills dealing with the subject of subsidisation 
of home-produced wool had been presented in the United States 
Congress. All of these Bills had substantially the same principal 
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aim, which was to provide a guaranteed price to local wool- 
growers at least equal to the price they had received in 1946. 

One of the Bills, known as the Robertson Bill, 4 which originated 
in the United States Senate, provided that the United States Com¬ 
modity Credit Corporation should support a price to local wool- 
growers, for the years 1947 and 1948, at least equal to the price in 
1946. The Bill also authorised the Commodity Credit Corporation 
to sell its stocks of wool at competitive prices. In this form the 

Bill was passed by the Senate, and sent to the House of Represen¬ 
tatives on 10th April, 1947. 

In the House, an amendment to Section 22 of the United States 
Agricultural Adjustment Act was added to the Bill to provide for 
the imposition of fees on any imported article by the President 
after investigation by the United States Tariff Commission, if it 
should be found that imports of that article interfered materially 
with the wool support programme. The purpose of the fee was to 
increase the price of imported wool to an amount equal to the 
support level for domestic wool. It was provided that the fee 
should not exceed 50% ad valorem and should be treated for pur¬ 
poses of customs revenues as duties imposed by the United States 
Tariff Act. 1 The Bill was passed by the House on 23rd May and 
a conference of both House and Senate added clauses to the 
effect that no proclamation under Section 22 with respect to wool 
should be enforced in contravention of any treaty or international 
agreement to which the United States was then a party, and that 
the President was to be empowered to impose quotas as an alterna- 

tive to import fees. The Bill was finally passed by Congress on 
19th June, 1947. ° 

On 26th June the President vetoed the Wool Bill, 6 with a declar- 

ation that the import provisions would be a blow to United States 

leadership in world affairs, and would be interpreted abroad as a 

first step in the return to economic isolationism. He also criticised 

its effect in increasing the already high domestic prices of wool 

products. He said that he had no objection to the continuance 

of the support for wool prices on the basis of prices in 1946 or for 

authority for the Commodity Credit Corporation to sell at market 

prices, and on the receipt of the veto a substitute Wool Bill for 

such continuance and authority was promptly passed by both 
Houses of Congress. r y 

By the beginning of May it had been clear that little prom-ess 
could be made in the negotiation of trade agreements at Geneva 
between the United States and members of the British Common¬ 
wealth until the position of the United States with regard to its 
wool tariff was clarified. The Australian delegation had made it 
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clear that they attached prime importance to the reduction of the 
duty of 34 cents per pound clean content on wool entering the 
United States, which had been in force since the introduction of 
the Hawley-Smoot Tariff in 1930. Wool had for many years repre¬ 
sented well over 90% of die value of all Australian exports to the 
United States. It was estimated that the Wool Bill as passed by 
Congress would have increased the duties on wool from the 
equivalent of 60 to 75% to 110 to 125% ad valorem. 

About the middle of May the heads of the United States and 
Australian delegations had returned to their respective countries 
for conferences with their administrations, and the strongest pro¬ 
tests were made to Congress by the United States State Depart¬ 
ment, the adverse result on United States efforts to secure mutually 
advantageous tariff concessions widi countries with which wool 
was a prime factor being stressed. 7 Negotiations between Australia 
and the United States were held up pending clarification of the 
position, and it thus became difficult to discuss with the United 
Kingdom and Dominion Governments the question of the re¬ 
linquishment of preferences enjoyed by Australia as an offset to 
possible tariff concessions by the United States Government. 
Negotiations were only resumed after the presidential veto of the 
United States Wool Bill on 26th June. 

Ultimately Australia obtained a 25% reduction in the United 
States duties on finer wools (those finer than 44 s) from 34 cents 
per lb. to 2512 cents per lb. clean content, so far as concerned 
greasy wool, and corresponding reductions in the duties on finer 
wools washed, sorted, scoured, carbonised or on the skin. It was 
considered by the Government that this was a substantial con¬ 
cession, although it fell below the maximum concession possible 
under the United States Reciprocal Trade Agreements Act (50%). 

It had the effect of lowering a high rate of duty which had come 
to be looked on as virtually permanent, and it lowered the cost 
of Australian wool to the United States consumer. It also provided 
a lower starting point for any further negotiations aimed at reduc¬ 
ing the rate to a reasonably low level, and could perhaps serve 
as a deterrent against future action in the United States to raise 
the duty as an unreasonably protective measure in the interests of 

the United States wool-producing industry. 8 

On 12th August, 1947, while negotiations with the United States 
were proceeding, a United States customs ruling was made that 
“wool consisting of fleeces which are broken and the parts segre¬ 
gated according to colour or grade shall be classified as sorted 
wool and not as wool in the grease”. 9 If this ruling had been 
applied to Australian greasy wool entering the United States, 
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the effect would have been that such wool, because of partial sort¬ 
ing carried out in Australia, would pay 26fi cents per lb. duty as 
sorted wool instead of 25/2 cents per lb. as greasy wool under the 
25% reduction then being negotiated, this resulting in a reduction 
of only 7% cents in the tariff instead of the anticipated 8M cents. 
An assurance was later received from the United States authorities 
to the effect that Australian greasy wool in the form in which it 
had always been imported into the United States would not be 
classified as sorted wool. 

As regards other agricultural products, the maximum permis¬ 
sible tariff reduction (50%) was obtained in respect of beef, mutton, 
lamb and butter entering the United States. The concessions on 
butter and lamb were negotiated by the United States with both 
New Zealand and Australia. The concession on butter took the 
form of a tariff quota, the lower tariff rate being applicable only 
on butter (up to a quota applying to all countries of 50,000,000 lb.) 
entered for import into the United States annually during the 
period 1st November to 31st March, which is the peak export 
season in the southern hemisphere. 10 This concession was subse¬ 
quently extended to year-round application as a result of negotia¬ 
tions at Annecy in 1949 between the Governments of the United 
States and Denmark, and covers additional quotas aggregating 
10,000,000 lb. It was realised that the opportunities for Australian 
exporters to take advantage of the concessions would be limited 

for several years owing to the operation of long-term contracts 
with the United Kingdom. 

In respect of a number of Australian exportable products the 

duties in the United States are low, or entry is free. These include 

rabbit and other furred skins, sheepskins, calfskins, sausage 

casings, pearlshell and a number of other products. Australian 

requests for concessions were met in full on nearly all such items 

duty-free entry for the majority of them being bound against 
alteration. b 

The following is a summary of concessions granted bv the 
United States to Australia or to third countries in respect of 
items concessions on which were requested by Australia: 

(1) Duty reductions on the following items: 

Wool (finer than 44s), beef and veal, mutton and lamb 
game, butter, apples, tannic acid and tannin, sandalwood 
and eucalyptus oil, eucalyptol, thymol, tungsten ores and 
concentrates, tennis racquet frames, veneers, edible offals 
dried eggs fruit pastes and pulp, agricultural seeds, dried 
peas, woollen floor coverings, dressed sheep- and lambskins 


204 


Australia s Trade Relations 

dyed lamb- and sheepskin products, pearlshell blanks, 
tennis gut strings, surgical gut, copper concentrates, zinc 

and zinc ores, miscellaneous articles of fur, and tanning 
extracts. 

(2) Binding of duty-free entry on the following items: 

Rabbit, opossum, kangaroo and wallaby skins, woolled 
sheep- and lambskins, shearlings, sheep and lamb pelts, 
sausage casings, pearl, tortoise and other shells, cabinet 
woods in the log, intestines, etc., zirconium and tantalum 
ore or concentrates, opals and other precious and semi¬ 
precious stones, and undressed miscellaneous furs. 

(3) Binding of existing duties on the following items : 

Inedible tallow, calfskins, undyed Jamb- and sheepskin 
products, and sawn cabinet wood. 

Concessions which Australia had to make in return for the con¬ 
cessions made by the United States took two forms—concessions 
in preferential margins enjoyed by Australia in British Common¬ 
wealth markets, and reductions in the Australian tariff. 

The concessions in preferential margins negotiated varied in the 
three principal preferential markets, viz., the United Kingdom, 
Canada and New Zealand. 

In the United Kingdom market, the preference concessions 
affected raisins, certain canned fruits and fruit salads, dried tree 
fruits, honey and some other items of minor importance. In the 
Canadian market, the most important concessions related to 
raisins, canned fruits, fruit pulp and edible gelatine, while other 
concessions of less importance affected onions, fresh pears, grapes, 
fruit juices and some other minor items. As regards New Zealand, 
the concessions affected raisins, canned fruits, dried apricots and 
oranges, while items of less importance included onions, lemons, 
toilet preparations, some machinery and a number of other secon¬ 
dary products. Some loss of preference in the British colonies was 
also involved, but this was of little interest to Australia from the 
point of view of trading. Australia had no rights in relation to the 
retention of any preferential margins in New Zealand and the 
colonies. 

These reductions in preference were only agreed upon as being 
essential to the securing of substantial concessions by the United 
States Government on wool, beef, mutton, lamb, butter and fresh 
apples. Where any reductions in preferential margins were of 
some significance, and the trade in the products affected was 
substantial, it was considered by the Commonwealth Government 
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that the industries concerned would still retain sufficient competi¬ 
tive advantage to stand up to the reductions. 

As regards concessions in the Australian tariff , imports from the 
United States into Australia covered a considerable range of manu¬ 
factured and unmanufactured products, the principal items being 
motor chassis, lubricating oils and petrol, tobacco, machines and 
machinery, timber, textiles, paper and stationery and industrial 
chemicals. The United States Government had made requests for 
concessions on approximately 140 items and sub-items in the Aus¬ 
tralian tariff. These were directed mainly towards obtaining re¬ 
ductions or eliminations of preferential margins operating under 

the tariff in favour of the United Kingdom, Canada and New 
Zealand. 

On some items on which duty levels were high, reductions 
were negotiated which appeared to show a substantial benefit to 
the United States, but the Commonwealth Government was satis¬ 
fied that the duties as adjusted would afford Australian industries 
affected sufficient protection to enable them to compete satisfac¬ 
torily at the lower tariff levels. On a number of items existing 
rates of duty were bound against increase. On other items in which 
Australia was not interested as a producer or manufacturer, the 
preference margins were reduced with the concurrence of the 
United Kingdom and Canadian Governments. 

On motor vehicle chassis the preference margin in favour of 
Canada of 3d. per lb. was reduced to 2d. per lb., and the preference 
margin in favour of the United Kingdom was reduced to 4'Ad. per 
lb. It was expected that the principal effect would be to enable 
the United States to maintain her pre-war volume of exports to 
Australia in the face of competition from Canadian factories, 
but that this benefit would be a diminishing one in view of the 
projected manufacture of vehicles in Australia. (The manufacture 
of motor cars in Australia on a substantial scale began in 1949) 
Although the margins of preference were reduced slightly the 
tariff levels were not bound, and thus Australia is at liberty to 
increase the tariff levels on the tariff items covering motor vehicle 
chassis and parts if this should be found necessary for the pro¬ 
tection of Australian manufacturers. The United States was also 
granted a concession on motor body panels when such panels were 
not fabricated beyond trimming of edges. 

The concession on tobacco was a binding of the existing rates 
of duty. Because of the importance of tobacco duties as a source 
of revenue no concession other than binding was felt to be justi¬ 
fied. There was no preference margin on tobacco with the excep¬ 
tion of that enjoyed by Southern Rhodesia under the agreement 
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with Australia of 1940-41, this preference having been maintained 
during the negotiations. The preference margin on Canadian 
salmon was reduced with the concurrence of the Canadian Gov¬ 
ernment, and reductions in preferences on such goods as type¬ 
writers, adding and computing machines, cash registers and heavy- 
duty motor cycles were also granted. 

The requests of the United States Government were framed 
with the object of securing reductions in or the elimination of 
margins of preference rather than of obtaining lower tariff levels 
for her exportable products. The negotiations with the United 
States Government therefore required consultation throughout 
with other countries of the British Commonwealth which had 
rights to preferential tariff treatment in the Australian market. 11 


As has already been mentioned, Australia and New Zealand 
negotiated with the United States at Geneva in 1947 for a reduc¬ 
tion in the United States import duty on butter, the negotiations 
resulting in a reduction in the duty of 50% (from 14 cents to 7 
cents per lb.). However, imports of butter into the United States 
were completely prohibited over the entire period from 1947 until 
July, 1953, first under the United States Second War Powers 
Act, and since 1951 under Section 104 of the Defence Production 
Act of 1950. 

Official protests had been made by the Commonwealth Govern¬ 
ment to the United States Government in 1949 and 1950, before 
the passing of the Defence Production Act, and the Government 
had expressed to the United States Government its concern that 
the import controls previously applied under the Second War 
Powers Act, which were understood to be temporary in char¬ 
acter, should be continued under Section 104 of the Defence 
Production Act. In 1951 and early in 1953 further official protests 
were made to the United States Government. The legislative 
action by the United States Congress had been taken against the 
strongly expressed wishes of the United States administration, 
which emphasised that the legislation nullified United States 
undertakings in the international field, and continued to press 
for the repeal of Section 104. 12 

Australia and a number of other contracting parties to the Gen¬ 
eral Agreement on Tariffs and Trade had brought under the 
notice of the Contracting Parties the effects of United States action 
with regard to imports into the United States of dairy products, 
including butter, and in a resolution adopted on 26th October, 
1951, the Contracting Parties found that concessions granted by 
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the United States Government to contracting parties under the 
General Agreement had been nullified or impaired within the 
meaning of Article 23 of the General Agreement, and that the 
import restrictions in question constituted an infringement of 
Article 11 of the agreement. They also found that the circum¬ 
stances were serious enough to justify recourse to paragraph 2 
of Article 23 by the contracting parties. (Under this paragraph 
compensatory action may be authorised by the Contracting 
Parties.) This resolution was confirmed by the Contracting Parties 
at their Seventh and Eighth Sessions in 1952 and 1953, when the 
Contracting Parties authorised the Netherlands Government to 
impose limits upon imports of wheat flour from the United States. 13 
The Commonwealth Government did not seek authority for com¬ 
pensatory action, which it did not regard as a satisfactory solution 
of the problem. 

In its later approaches to the United States Government, the 

Commonwealth Government also protested against a limitation 

on the import of cheese and a total prohibition on the import of 

dried milk into the United States. The United States has no direct 

commitment to Australia with regard to dairy products other than 

butter, but any concessions to other countries are of course enjoyed 

by Australia under the provisions of Article 1 of the General 

Agreement, and Australia is a substantial exporter of dairy pro¬ 
ducts. 

Following a Tariff Commission enquiry, the United States Sec¬ 
retary for Agriculture proclaimed, as from 1st July, 1953, import 
quotas under the Agricultural Adjustment Act for certain milk 
products. These quotas replaced total prohibition (under the 
Defence Production Act) in the case of butter and other milk 
products. 14 However, the quotas are such that no action has been 

taken by Australian exporters to exploit the withdrawal of the 
prohibition. 

2. Negotiations at Geneva, 1947, with British Commonwealth 
Countries 

At the time of the tariff negotiations at Geneva, Australia 
already enjoyed duty-free entry of her products entering the 
United Kingdom, with the exception of revenue duties on certain 
products, e.g., wines and sugar. Concessions resulting from the 
widening of existing preferential margins in favour of Australian 
products could not be granted by the United Kingdom Govern¬ 
ment as a matter of course, since this was forbidden as a result 
of agreement between the Contracting Parties. However, Aus¬ 
tralia did obtain a concession in the form of a widening in the 
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margin of preference on Australian heavy wines from 4s. to 10s. 
per gallon, this being a special arrangement made with the con¬ 
currence of the other contracting parties concerned. The binding 
of duty-free entry was conceded by the United Kingdom Govern¬ 
ment on cheese, condensed milk, milk powder and other forms of 
preserved milk on which, under the Ottawa Agreement of 1932, 
Australia had been guaranteed duty-free entry only until 1940. 

The United Kingdom Government agreed to the reduction or 
elimination of margins of preference on certain items of interest 
to Australia which United Kingdom traders enjoyed in South 
Africa, India and Newfoundland (this of course before Newfound¬ 
land became a province of Canada). That Government also agreed 
to reductions and eliminations of margins of preference in the Aus¬ 
tralian tariff enjoyed by United Kingdom traders, and thus con¬ 
tributed to the conclusion of satisfactory negotiations between 
Australia and foreign countries concerned. 

Under the United Kingdom-Australia Trade Agreement con¬ 
cluded at Ottawa in 1932 Australia was bound to accord certain 
margins of preference on goods of United Kingdom origin. Be¬ 
cause of these commitments under the Ottawa Agreement the 
tariff negotiations conducted at Geneva between Australia and 
foreign countries which resulted in a narrowing of the margins 
of preference accorded by Australia to United Kingdom goods 
required the consent of the United Kingdom Government to any 
waiver of rights to such tariff preferences. The United Kingdom 
Government required some concessions from Australia to com¬ 
pensate for the waiver of its preference rights, and the compensa¬ 
tion generally required and conceded took the form of reductions 
in the British preferential tariff rates applied to United Kingdom 
goods. Generally speaking these reductions in the British prefer¬ 
ential rates were not individually important, but they covered 
a very wide range of tariff items. 

No reductions in preferences to members of the British Com¬ 
monwealth were made which were not compensated by what were 
considered to be equivalent advantages in the form of tariff 
reductions by foreign countries. It was stressed that, throughout 
the negotiations with foreign countries, the Australian negotia¬ 
tors kept constantly in mind the effect of the new arrangements 
on the trading relations between Australia and the United King¬ 
dom. 15 

Apart from the tariff negotiations under the General Agreement 
with the United States and the United Kingdom, the Australian 
delegation at Geneva conducted fourteen sets of negotiations 
with other members of the British Commonwealth and foreign 
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countries. British Commonwealth countries with which negotia¬ 
tions were concluded were: Ceylon, India and Pakistan, South 
Africa and Newfoundland. 

On all Australia’s principal items of export to Ceylon , conces¬ 
sions were obtained from the Government of Ceylon. The most 
important commodity was wheaten flour, which has for many 
years greatly exceeded in value all other Australian exports to 
Ceylon, and on which Australia obtained a reduction in duty 
of 25%. Reductions in duty were also obtained on a number of 
other minor products. Binding of relatively low rates of duty or 
of existing preferential margins was conceded on a number of 
items, including butter, frozen and tinned meats and other food 
products, and certain manufactured goods. Binding of duty-free 
entry was also conceded on milk and agricultural products. The 
more important margins of preference in the Ceylon market were 
retained. However, the Government of Ceylon indicated that it 
was doubtful whether it would be possible to implement the 
General Agreement fully because of fiscal difficulties and the 
dependence of Ceylon on customs duties for revenue. 

Australia’s concessions to Ceylon covered seven tariff items, 
but these referred to goods amounting in value only to 3% of 
Ceylon’s exports to Australia. The bulk of Ceylon’s export trade 
with Australia comprises tea and crude rubber, on which Aus¬ 
tralia made no offer of concessions. 10 Ceylon, as a former colonial 
possession of the United Kingdom, still receives the benefits of 
the British preferential tariff on certain items in the Australian 
tariff under Article 15 of the Ottawa Agreement of 1932. 

As regards India and Pakistan , the negotiations at Geneva were 
conducted between the Australian delegation and a delegation 
appointed by the former Government of India, the creation of 
the separate Dominions of India and Pakistan having occurred 
during the course of the negotiations. Australia had never had a 
trade agreement with India. 

Australia obtained the binding of duty-free entry of wool, dried 
milk, tallow, lead and zinc, bound duty reductions on a number 
of prepared and processed food products, butter, drugs and 
chemicals, and unbound duty reductions on canned fruits and 
other fruit products. The concessions on drugs and chemicals and 
on canned fruits involved a reduction in the margins of preference 
enjoyed by the United Kingdom and British colonics. No offers 
were made to Australia on her two most important exports to 
India, viz., wheat and flour, but these were and still are duty-free 
on entry into both India and Pakistan. 

During the war years the importation of cotton piece goods 
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from India attained considerable proportions, and the conclusion 
of an agreement with Australia was based on consolidating this 
market for cotton piece goods by securing reductions in the 
margins of preference protecting the United Kingdoms interest 
in such goods in the Australian market. Apart from the reductions 
in the margins of preference on certain cotton piece goods items 
which were the subject of discussion between the Australian, 
Indian and United Kingdom delegations, the concessions granted 
by Australia were comparatively small and the items relatively 
unimportant. 17 

Australia and the Union of South Africa have similar types of 
economies and are natural competitors in some products. Since 
1935 an agreement for the mutual accord of most-favoured- 
foreign-nation treatment by each country to the goods of the other 
has operated. 18 

At the Geneva Conference all the more important products in 
Australia’s export trade to South Africa were the subject of con¬ 
cessions. On the two most important products—wheat and flour— 
the South African Government agreed to eliminate a small pref¬ 
erence in favour of the United Kingdom and Canada. However, 
imports of these products were and still are subject to monopoly 
control by the South African Government, and the duties will not 
have much significance so long as the control continues. 

Duty reductions were negotiated on a number of items, includ¬ 
ing butter (with elimination of a preference in favour of New 
Zealand), sporting goods, fruit pulp and socks, the latter on an 
unbound basis. Binding of duty-free entry was obtained on twenty- 
one specified types of agricultural machinery and implements 
and parts, and bound duty-free entry was obtained on certain 
primary and agricultural products. Existing low duties on timber, 
wooden sleepers and lead sheet were bound. 

Australia conceded the elimination of preference and binding 
of duties on smoked etc. fish, wattle bark and wattle bark tanning 
extract, and reduction of the preference on granite. Free entry 
of crude asbestos and aloes was bound. 19 

As regards Newfoundland , no concessions were requested from 
Australia at the Geneva negotiations, and certain duty concessions 
were granted in favour of Australian goods. However, as from 
1st April, 1949, Newfoundland was constituted a province of the 
Dominion of Canada, and thus became part of the customs ter¬ 
ritory of that country. 20 

The concessions accorded by Newfoundland as a result of the 
negotiations at Geneva in 1947 constituted Section B of Schedule 
XIX of the Schedules of Concessions annexed to the General 
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Agreement. As a result of the incorporation of Newfoundland in 
the Dominion, the Contracting Parties at their Third Session 
declared that Section B should be deemed to be no longer a part 
of Schedule XIX. 

3. Negotiations at Geneva , 1947 , with Foreign Countries other 
than the United States 

The foreign countries with which the Australian delegation at 
Geneva conducted tariff negotiations were the following: the 
Benelux Customs Union (Belgium, the Netherlands and Luxem¬ 
bourg) and Belgian and Netherlands colonies, Czechoslovakia, 
France and French colonies, Brazil, Burma, Chile, Cuba, Norway' 
China, Syria and Lebanon. Of these countries the three last- 
mentioned have now ceased to be contracting parties to the Gen¬ 
eral Agreement. 

Of the countries of the Benelux Customs Union , Australia already 
had formal trade treaty relations with Belgium and Luxembourg, 
which were covered by the trade agreement of 1936. No trade 
agreement had ever been negotiated with the Netherlands, goods 
from which nevertheless have since 1937 received the benefit of 

intermediate tariff rates and primage concessions on importation 
into Australia. 

At Geneva Australia obtained tariff concessions on all products 
of immediate or potential interest to her in the import trade of 
the Benelux Union. Binding was conceded of duty-free entry of 
wool, zinc and lead ores and concentrates and other primary 
products, while duty reductions on rabbits and hares and apples 
and pears were obtained, as well as concessions on jarrali wood. 
In addition Australia obtained benefits from duty reductions and 
binding of low duty rates, negotiated with other countries, on 
several primary products (agricultural and mineral) of some trad¬ 
ing interest, including flour and wheat. 

Australia made concessions to the Benelux Customs Union on 

some seventy tariff items, the concessions on the principal items 

involving reductions in preference margins enjoyed by countries 

of the British Commonwealth. These items included cocoa butter 

velvets, gloves, filament lamps and glass. The Benelux Union 

also received indirect benefits from Australia’s concessions to other 

countries on wireless valves, electric motors and a number of 
minor items. 

In addition to the tariff items on which reductions of preference 
margins were granted, the Benelux Union received the benefit of 
concessional treatment granted on artificial silk yarn and a number 
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of less important items. Reductions in preference were generally 
small and tariff rates were unbound on important items such as 
gloves, moquettes and artificial silk yarns. 21 

So far as Belgium is concerned, she obtained better tariff treat¬ 
ment than she had been receiving under her trade agreement of 
1936 with Australia. However, no provision was made for continu¬ 
ing the quota for plain clear sheet glass under the agreement of 
1936, which protected Belgium’s interest in the Australian market 
in this commodity. 22 Under the Protocol of Provisional Application 
of the General Agreement, the arrangement regarding glass in the 
agreement of 1936 subsists until such time as Australia’s participa¬ 
tion in the General Agreement becomes definitive, in the event of 
the agreement of 1936 not being previously terminated. 

Australia’s trade with the colonies of the Benelux Union (Bel¬ 
gian Congo, Surinam and the Netherlands West Indies) has never 
jeen important, with the exception of imports of copper from the 
Congo and petroleum and mineral oils from the West Indies. 
At the time of the Geneva negotiations, the Netherlands East 
Indies was a Netherlands colony, and the negotiations covered that 
country. Tariff concessions were granted by Australia on coffee, 
gums, bananas and other imports of minor importance from the 
Belgian Congo and the Netherlands East Indies, but there were 
no concessions on major commodities imported from the Nether¬ 
lands East Indies (tea, petroleum and oils, rubber and kapok). So 
far as the latter country was concerned, Australia secured duty 
reductions on two items of minor importance (sheet lead and 
leather), and the binding of existing duties on all Australia s 
principal exports to the Netherlands East Indies, consisting mainly 
of flour, prepared foodstuffs and metals. 23 In 1949 the Netherlands 
East Indies became the Republic of Indonesia, and recognised 
itself as being bound by the Annecy Protocol of Terms of Acces¬ 
sion to the General Agreement, dated 10th October, 1949, by virtue 
of the signature of the protocol on that date by the Netherlands 
Government. 

Since 1st January, 1940, an agreement providing for the reci¬ 
procal grant of most-favoured-foreign-nation treatment of goods 
has been in force between Brazil and Australia. 24 No tariff con¬ 
cessions were accorded under this agreement. 

As a result of the negotiations at Geneva Australia obtained 
from Brazil substantial reductions of duty on wool, and binding 
of the rates. Reductions in or the binding of duties were also 
obtained on fruit products, processed milk, rabbit skins, zinc and 
lead, while concessions of interest to Australia were made to other 
countries in respect of agricultural implements and certain agn- 
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cultural and dairy products. In later years wool and agricultural 
and other types of machinery have constituted the bulk of Aus¬ 
tralia's exports to Brazil. 0 

Australia’s direct tariff concessions to Brazil covered fourteen 
items. Elimination of preference was granted on coffee, nuts, car- 
nauba wax, cocoa beans (roasted) and other Brazilian products, 
and reduction of preference on some products of minor import¬ 
ance. Existing tariff rates were bound on raw cocoa beans and 
cocoa paste. Brazil received indirect benefits from Australia's 
concessions to other countries on cocoa butter, raw cotton and 
a number of other products. 25 


The absence of adequate shipping services between Australia 
and Brazil has hampered any appreciable expansion of trade 
between the two countries. Australian exports to Brazil have been 
affected by Brazil’s current payments difficulties, while relativelv 
high prices have probably been a factor influencing the recent 
drop in Australian imports of coffee, wax, cotton and timber, in 
addition to Australia’s current import licensing system. 

Tariff concessions from Czechoslovakia in favour of Australia 
granted as a result of the Geneva negotiations covered all pro¬ 
ducts of any importance in Australia’s export trade to that country. 
Austialias direct exports of goods to Czechoslovakia have always 
been limited, and usually goods of Australian origin have been 
obtained in considerable quantities by Czechoslovakia from other 
countries, e.g., wool and fruit from the United Kingdom. 

Substantial duty reductions were obtained by Australia in 
respect of fresh apples (imported from 1st April to 30th bine) 
also binding of duty-free entry on wool, hides and skins and some 
othei products. Binding of existing duties on certain primary pro¬ 
ducts was conceded. Tariff concessions were granted by Australia 
on glassware and fine chinaware, which were important Czecho¬ 
slovak exports, and reductions in duty were conceded on all the 
chief products of interest to Czechoslovakia, including fancy 
goods, flooring and wall tiles and boots and shoes. 20 7 

The tariff concessions by Czechoslovakia covered all commodi¬ 
ties specified in Schedule B of the Treaty of Commerce of 1936 
between Australia and Czechoslovakia, setting out Czechoslovak 
concessions under the treaty. 2 ? The reduction of duty on Austra 
han apples was a reduction in the rate under the treatv and the 
duties set out in the treaty on other products vvere bound un^er 
the General Agreement, in addition to other duty concessions 

The treaty of 1936 provided in Article 2(2) for binding of the 

For later modification of concessions see pp. 225-6. 
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existing Australian tariff rate of 15% ad valorem on certain types 
of iron and steel and certain metal manufactures. The Common¬ 
wealth Government felt that, owing to projected developments in 
Australia, it was not desirable to continue this arrangement under 
the treaty. As part of the tariff negotiations, agreement was arrived 
at for the release of the Commonwealth Government from its 
obligation, and this release was effected by an exchange of letters 
on 30th October, 1947, between the Australian and Czechoslovak 
delegations, constituting a formal agreement for this purpose. 28 

As regards the tariff negotiations with France at Geneva, con¬ 
cessions to Australia included the binding of duty-free entry of 
greasy and scoured wool, sheepskins and woolled lambskins, other 
hides and skins and several other primary products. Duty reduc¬ 
tions obtained included duties on meats, butter, fresh apples, eggs, 
tallow and minerals. Binding of existing duties on carbonised wool 
and lambskins without wool was conceded. Wool and sheepskins 
normally represent over 90% in value of Australian exports to 
France, and practically all items of immediate or potential trading 
interest to Australia were the subject of tariff concessions. Con¬ 
cessions granted in respect of the French colonies covered Aus¬ 
tralia’s principal exports to those countries, including flour, butter, 
fresh fruit, other foodstuffs and, in the case of New Caledonia, a 

number of products of secondary industry. 

Imports from France into Australia have always covered an 
extensive range of commodities, many of which are imported in 
relatively small quantities. The nature of most French exports to 
Australia is such that they are imported under Australian tariff 
items under which duties are fixed at high levels. Australian 
exports to France, on the contrary, consist mainly of commodities 
essential to French industries, and qualify for the most part for 
free entry or low rates of duty. The balance of trade between 
Australia and France has always been very much in favour of 

Australia. . f 

It was considered that the improved competitive position ot 

many Australian industries would enable Australia to offer a 
number of reductions in existing tariff levels on goods which were 
of interest to France. The principal commodities on which re¬ 
ductions were conceded were spirituous liquors, fancy goods, 
kid gloves, essential oils, woollen yarns and toilet soaps France 
also received indirect benefits from concessions made by Aus¬ 
tralia to other countries on certain fancy goods, tiles, and porce¬ 
lain and glassware. 29 , 1 

The negotiations in effect amounted to a revision of the trade 

agreement between France and Australia which had been in force 
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since 1st January, 1937. 30 A recent revision of the French customs 
tariff and the abolition of the French import quota system would 
in any case have made a revision of the existing agreement desir¬ 
able. The agreement of 1936 is still in force insofar as it has not 
been revised. 

Australia at the time of the Geneva tariff negotiations had no 
formal trade arrangements with Burma, Chile, Cuba or Norway. 
As regards Burma , the tariff arrangement arrived at was of the 
nature of a token agreement, the Union of Burma being then in 
process of formation. No concessions were requested from Aus¬ 
tralia, and the concessions received by Australia were the binding 
of duty-free entry on tallow and zinc and the existing duty on 

stearine. Concessions to other countries represented some benefit 
to Australia. 31 

Chile , being an agricultural country, offers little prospect as a 
market for Australia’s major primary products. There have been 
no regular direct shipping facilities between the two countries, 
and very little opportunity has existed for Australian exporters 
to develop a market in Chile for Australian products. Tariff con¬ 
cessions gi anted directly by Chile at the Geneva negotiations were 
of minor importance, but there was some interest to Australia in 
concessions granted to other countries. 

Australia’s principal import from Chile for many years has been 
nitrate of soda, the balance of imports being composed almost 
entirely of relatively small consignments of crude iodine and hemp 
fibre. Australia conceded binding of free entry of nitrate of 
soda 99% or less pure, and binding of the present rate of duty on 
the product when more than 99% pure, with exemption from 
primage. Free entry with exemption from primage was conceded 
on crude iodine in barrels. No offers were made on copper or hemp 
fibre in response to requests made by the Chilean Government, 
since Chile was not Australia’s most important source of supply 
for those commodities. 32 rr 7 

In July, 1949, the Chilean Government raised with the Com¬ 
monwealth Government the question of the withdrawal of sub¬ 
sidies by the Commonwealth Government on imported nitrate of 
soda used in Australia as fertiliser, the Chilean Government claim¬ 
ing that the concession obtained at Geneva from Australia had 
been “nullified or impaired” by the withdrawal. Proceedings under 
Article 23 of the General Agreement resulted in an agreement 
between the two Governments on 6th November, 1950 for the 

resumption of a subsidy. This matter has been discussed in associ¬ 
ation with consideration of Article 23.° 


° See p. 190. 


216 


Australias Trade Relations 


Australia’s small pre-war export trade to Cuba was confined 
almost entirely to tallow. Australia obtained a 20% reduction in 
duty on this item, and on stearine. Reductions and binding of 
duties on other primary products were also conceded, and Aus¬ 
tralia obtained the benefits of concessions by Cuba to other coun¬ 
tries. Elimination of United States preferences on some of these 
items was involved in the concessions. 

Australia’s direct tariff concessions to Cuba covered cigars and 
rum, the elimination of preference by the reduction of duty to the 
British preferential level being conceded. In addition, Cuba re¬ 
ceived indirect benefits from Australia’s concession to the United 
States on tobacco leaf for cigars, the three commodities mentioned 
being the only ones of significance in Cuba’s trade with Australia 
in pre-war years. There has never been regular direct shipping 
communication between Australia and Cuba. 33 

Inconclusive pre-war trade negotiations took place between 
Australia and Norway which were continued until after the out¬ 
break of war in 1939. These were suspended in 1940.° Australia 
had found it possible to develop an export trade to Norway in only 
a very limited range of commodities, principally wool, wheat, fresh 
apples and hides. Some Australian products reached Norway in 
considerable quantities through third countries, e.g., Australian 
wool purchased in the United Kingdom. 

In the tariff negotiations between Australia and Norway at the 
Geneva Conference, wool was not discussed, no offer of conces¬ 
sions having been received from the Norwegian Government. 
Concessions were obtained by Australia on a limited list of goods, 
including fresh fruit, hides and skins and tanning extracts. The 
binding of duty-free entry of wheat and other cereals in Norway s 
negotiations with Canada applies also to Australia. 

As from 4th February, 1938, most-favoured-foreign-nation treat¬ 
ment has been applied to goods from each country arriving in 
the other, but there was no formal undertaking to apply such 
treatment until the conclusion of the General Agreement on Tariffs 
and Trade. A reduction in the margins of preference and binding 
of reduced rates of duty on sardines and cod liver oil was conceded 
by Australia. The preference margin was eliminated on mill 
boards, and existing tariff rates on fishhooks and the existing free 
entry of felspar under customs by-law were bound. On a limited 
number of other items elimination of primage was conceded. 
Australia’s principal imports from Norway are canned fish, paper, 

timber and metal manufactures. 34 

Negotiations took place at Geneva between the Australian dele- 

° See p. 138. 



Tariff Negotiations at Annecy 217 

gation and the delegations of China , Syria and Lebanon. The 
Governments of these three countries have all withdrawn from 
the General Agreement, China ceasing to be a contracting party 
as from 5th May, 1950, and the other two countries as from 6th 
August, 1951, and 25th February, 1951, respectively. 

• ••••• 

As has already been mentioned in the course of consideration 
of Article 2 of the General Agreement, 0 tariff concessions by Aus¬ 
tralia in favour of other countries have been embodied in Schedule 
1 of tariff concessions annexed to the agreement. Part I of Schedule 
I sets out the maximum duties to be imposed on specified goods 
of contracting parties on their importation into Australia. Part II 
sets out the duties on specified goods which may receive prefer¬ 
ential treatment on importation into Australia. 

Notes to both parts of the schedule indicate a number of tariff 
items covering products in respect of which the Commonwealth 
Government has a contractual obligation only to exempt such 
products from primage duty, the products referred to listed in 
Part II being of course only products of countries entitled to 
receive preferential treatment under Article 1 of the General 
Agreement. 

All products listed in Part I of the schedule are exempt from 
primage duty on importation into Australia, and all products 
listed in Part II which are products of countries entitled to receive 
preferential treatment on importation into Australia are exempt 
from such duty. However, the exemption from primage duty of 
goods listed in Part II which may be imported at the British pref¬ 
erential rate of duty has necessitated the lowering of the most¬ 
favoured-nation primage rates to a corresponding degree in each 
case so that the margins of preference should not be automatically 
widened by such exemption. This principle has of course applied 
iii cases in which the sole concession was exemption from primage 

4. Negotiations at Annecy , 1949 

At a conference held at Annecy, France, from April to August, 
1949, tariff negotiations were completed between the contracting 
parties to the General Agreement and ten other Governments sig¬ 
natories to the Final Act of Havana. By the end of May, 1950 all of 
these Governments with the exception of the Government of 
Uruguay had become contracting parties, namely those of Den¬ 
mark, the Dominican Republic, Finland, Greece Haiti Italv 
Liberia, Nicaragua and Sweden. ’ ’ 


° S<*e p. 171. 
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The tariff negotiations at Annecy were conducted on the multi¬ 
lateral system developed at Geneva. Australia negotiated with 
only five of the acceding countries—Denmark, Finland, Greece, 
Italy and Sweden. The Commonwealth Government also received 
lequests from the Governments of Colombia and Uruguay for 
concessions, but after exploratory discussions it was agreed that 
no basis existed for mutually advantageous tariff negotiations 
between Australia and either of those countries. In the event, 
Colombia did not complete her negotiations, and Uruguay has 
never become a contracting party to the General Agreement. 

In the course of the negotiations, concessions were secured 
from each of the five countries on the products of major import¬ 
ance which Australia exports to them. These concessions made 
directly to Australia were as follow: 

Binding of the existing free entry rate on greasy and scoured 
wool in Finland, Sweden, Italy and Denmark. (As regards Italy, 
the concession was subject to an import licensing fee which 
would be reduced to conform with the provisions of Article 8 
of the General Agreement. 

Binding of the existing free entry rate on wool tops and noils 
in Finland and Denmark. 

Binding of the existing free entry rate on carbonised wool, 
wool waste, tanning extract and tanning materials in Denmark. 

Binding of the existing free entry rate on sheep-, lamb-, and 
goatskins in Finland. 

Elimination of duty in Sweden on apples (fresh or cooked) 
imported during April to June and on pears imported during 
March to June inclusive. 

Binding of existing low revenue duties on greasy and scoured 
wool and wool tops in Greece 

Binding of existing free entry rate on pearlshell in Italy. 

Reduction of 5 per cent ad valorem in the “draft tariff’' duties 
on pearled wheat and pearled barley in Italy. (Italy at the time 
was in process of changing her tariff from one based generally 
on specific rates to one based on ad valorem rates.) 

In addition, of course, Australia received indirect benefits from 
concessions made by the nine countries to other participating 
countries, and shares as a contracting party in the benefits of 
reductions made in the tariff of the United States, which com¬ 
pleted negotiations with each of the acceding Governments. No 
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benefits were surrendered by Australia as regards margins of pref¬ 
erence, enjoyed in countries of the British Commonwealth, on 
products in which Australia had any significant trading interest. 

Australia granted concessions on fifty-one items in the Aus¬ 
tralian tariif, the number of items on which concessions were 
made to the respective countries being: Denmark 9, Finland 1, 
Greece 6, Italy 20 and Sweden 17. 

Australia’s trade with the acceding countries is relatively small, 
with the exception of that with Italy and Sweden. Originally Italy 
had offered to bind free entry of carbonised wool, in addition to 
other concessions offered and ultimately granted on wool, but 
this offer was subsequently withdrawn because of Australia’s 
inability to meet the Italian requests with regard to any of the 
Australian textile items. Principal Italian products imported into 
Australia from Italy are rayon and cotton piece goods and other 
textiles, musical instruments, yarns, hats, trimmings and other 
ornaments, carpets and carpeting, olive oil, almond kernels, sew¬ 
ing cottons and motor vehicles. Of these Australia granted tariff 
concessions on almond kernels, cotton yarns and musical instru¬ 
ments. At the time of the Annecy negotiations, it was estimated 
that over 35% of Italian goods imported into Australia would, 
from the time of Italy’s accession to the General Agreement, bene¬ 
fit from concessions negotiated by Australia in 1947 at Geneva with 
other countries. 

So far as Sweden was concerned, having regard to the extent 
and nature of the concessions accorded to that country, the assur¬ 
ance of continued free entry for wool, together with the reduction 
in the Swedish duty on apples and pears during the greater portion 
of the Australian export season, was considered to represent a 
favourable balance in concessions. The direct concessions granted 
to Sweden applied to trade amounting approximately to 20% of 
imports from that country at the time, the principal items cov¬ 
ered being paper boards and roller and ball bearings, on which 
exemption from primage was conceded, and cream separators 
and certain types of timber, in respect of which existing most¬ 
favoured-nation rates were bound. In addition, Sweden on her 
becoming a contracting party to the General Agreement obtained 
indirect benefits from Australian concessions granted in 1947 to 
the then contracting parties to the agreement on trade amounting 
to over 40% of the value of imports from Sweden at the time. ^ 

Swedish goods have always received most-favoured-nation 
tariff treatment on their importation into Australia, and such treat¬ 
ment was being received by Australian goods prior to the negotia¬ 
tions at Annecy. However, import licensing was introduced by 
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Sweden in 1946 for financial reasons. Some 10% of Swedish imports 

aie still affected by import licensing, canned fruits and fresh apples 

and pears being among the products subject to licence. This of 

course affects the operation of concessions granted to Australia 
by Sweden at Annecy. 

While the negotiations were in progress, the Contracting 
Parties, in consultation with the acceding Governments, drew up 
the terms on which the acceding Governments would be enabled 
to accede to the General Agreement. The Protocol of Terms of 
Accession was opened for signature on 10th October, 1949, and 
upon receiving the support of two-thirds of the contracting parties, 
and upon itself signing the protocol, an acceding Government 
became a contracting party. All tariff concessions which were 
made during the course of the negotiations were embodied in 
annexes to the protocol containing schedules setting out the con¬ 
cessions, the protocol providing that these schedules were to be 
regarded as schedules to the General Agreement. 3,1 

As has been mentioned, all acceding Governments which com¬ 
pleted tariff negotiations at Annecy, with the exception of 
Uruguay, had become contracting parties by the end of May, 
1950. The Australian tariff concessions were ultimately embodied 
in the Australian tariff by Customs Tariff 1950 (Act No. 22 of 
1950 of the Commonwealth Parliament). 

Because of grave financial difficulties encountered by Ceylon 
since the completion of the Geneva negotiations of 1947, the Con¬ 
tracting Parties agreed on 28th August, 1948, that Ceylon might 
reopen negotiations on certain of the tariff items in her Schedule 
of Concessions (Schedule VI) annexed to the General Agreement, 
the negotiations to be conducted with the contracting parties 
with which the concessions had been initially negotiated at Geneva 
in 1947. Ceylon therefore conducted negotiations at Annecy with 
eleven contracting parties, including Australia. The negotiations 
resulted in the modification of a number of items in Schedule VI, 
but no changes were made in other schedules to the General 
Agreement. The principal result of Australia’s negotiations with 
Ceylon was the cancellation of the reduction of 25% in the duty 
on Australian wheaten flour which had been conceded in 1947. 3G 

As regards acceding countries in respect of which it was agreed 
that no basis existed for mutually advantageous negotiations with 
Australia, the Australian delegation was authorised by the Com¬ 
monwealth Government to inform the delegations of those coun¬ 
tries that when an acceding Government became a contracting 
party to the General Agreement, the Commonwealth Government 
would not invoke the provisions of Article 35 wherever it had 



Tariff Negotiations at Annecy 



been mutually agreed that no basis for direct tariff negotiations 
existed. (Article 35 permits a contracting party to withhold appli¬ 
cation of the agreement, or application of its own schedule of tariff 
concessions, from another contracting party with which it has 
not entered into tariff negotiations.) The Australian delegation 
was also authorised to inform the delegations that it was the 
intention of the Commonwealth Government to extend the benefit 
of its Geneva and Annecy tariff concessions to each acceding Gov¬ 
ernment which became a contracting party. ^ 






On 23rd October, 1947, a Bill for an Act to amend the Australian 
Customs Act 1901-1936 was brought down in the Commonwealth 
Parliament, its purpose being to remove an anomaly which had 
existed for many years. 

The Customs Act prescribed that all duties should be paid in 
Biitish cunency and that the values of goods shown on invoices 
should be converted into British currency for the purpose of 
calculating the value on which ad valorem duties should be 
charged. Although the term “British currency” might mean the 
currency circulating in any part of the British Empire, only Aus¬ 
tralian notes and coins were legal tender in Australia, so that 
duties had to be paid in Australian currency. However, problems 
arose when Australian currency ceased to be equivalent to the 
currency of the United Kingdom, particularly with regard to the 

calculation of the value for duty of goods imported into the 
Commonwealth. 

The Crown Law authorities, after careful consideration of the 
matter, had advised that the most reasonable course to follow 
was to regard the expression “British currency” as meaning simply 
pounds, shillings and pence, without any distinction between the 
currency of Australia and the currency of the United Kingdom 
This advice was based on the grounds that the currency of the 
United Kingdom came within the term “British currency” and 
that the Customs Act made no provision for the conversion of 
United Kingdom currency into Australian currency 

Accordingly the practice had been followed in Australia of 
calculating the value for duty of goods in United Kingdom cur 
rency and accepting Australian notes and coins in payment of the 
duties. The effect of this procedure was that the ad valorem rates 
of duty Prescribed by the customs tariff indicated tariff levels 
higher by 25% than were actually operative, and as it was custo 
mary in tariff negotiations or discussions between countries to 
compare actual tariff rates, the position was obviously an undesir” 
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able one. A further result of the anomaly existing was that while 
imports were recorded in sterling (United Kingdom currency), 
exports were recorded in Australian currency, and it was there¬ 
fore necessary for purposes of comparison to convert the recorded 
values to a common basis. 

The Customs Act also prescribed that in calculating the value 
for duty of goods subject to ad valorem duties 10%, commonly 
referred to as “the statutory 10%”, should be added to the sum of 
the price paid for the goods or the current domestic value of the 
goods, whichever was higher, and the free on board charges. 
Provision for this addition of 10% was incorporated in the orig¬ 
inal Act and was apparently intended to cover the cost, over all, 
of the transfer of the goods to Australia. The addition had really 
lost its significance, and the effect of it was that the ad valorem 
rates prescribed by the customs tariff indicated tariff levels lower 
by 10% than were actually operative. 

The Bill proposed to abolish all the anomalous provisions men¬ 
tioned above. 

While the change to calculating the value for duty of goods in 
Australian currency would have had the effect of increasing the 
amount of duty collected at ad valorem rates by 25%, the abolition 
of the statutory 10% would have reduced such amount by one- 
eleventh. Making the two changes concurrently would have in¬ 
creased the amount by approximately 13%%. 

The amendments proposed in the Bill were of an administrative 
character only. It was not desired that it should, when enacted, 
lead to additional amounts of duty being collected, and it was 
therefore proposed that appropriate reductions in all ad valorem 
rates of duty prescribed by the customs tariff should be made to 
ensure that approximately the same amount of duty would be 
collected on the new basis as had up to then been collected.' 37 

The Customs Act 1947 (Act No. 54 of 1947) carrying into effect 
the proposed amendments came into operation on 15th November, 
1947. On the same date tariff Proposals were put into operation 
which had the effect of reducing all existing ad valorem rates in 
the Australian tariff by 12%.° To avoid small fractional rates of 
duty which would follow a strict application of the 12% reduction, 
the proposals adjusted all reduced rates to the nearest 212%. The 
maximum variation from the formula in actual rates of duty was 
equivalent to a reduction or an increase of TA% ad valorem. In 
most cases it was considerably smaller. 

On tariff items subject to exchange adjustment, the variation of 

° The 12 per cent reduction represents the percentage which would counter the effects 
of the 13-2/3 per cent increase mentioned above. 
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12% was based on the actual rate of duty imposed. For example, a 
British preferential tariff rate of 35%, less exchange adjustment, 
represented an actual duty of 2611%. The equivalent of 2611% cal¬ 
culated on a value for duty expressed in Australian currency was 
23-1%, but adjusted to the nearest 230, was 22 'A%. All rates which 
had previously been subject to exchange adjustment were shown 
in the Proposals at their net level, and consequently it had been 
necessary to introduce Proposals for the purpose of eliminating 
the provisions for exchange adjustment. Exchange correctives 

wherever they appeared in the tariff, were also deleted by the 
Proposals. 7 

Proposals were at the same time introduced for the purpose 
of biinging Canadian and New Zealand preferential measures 
into line with the customs tariff. A Customs Tariff (Exchange Ad¬ 
justment) Act Repeal Act (No. 8 of 1948) was passed in 1948. 
Appropriate adjustments were also made to Schedule F of the 
Ottawa Agreement of 1932, setting out the formula for the appli¬ 
cation of margins of preference which applied in relation to 
United Kingdom goods entering the Commonwealth. Adjustments 
were made to other parts of the agreement where required 

As all negotiations between Australia and other contracting 
parties to the General Agreement had been carried out on the 
basis of the Australian tariff before its revision in 1947 it became 
necessary to replace Schedule I of the Schedules of Concessions 
under Article 2 of the General Agreement, setting out the tariff 
concessions granted by Australia to other contracting parties A 
protocol replacing Schedule I was prepared during the Annecy 
Conference, in which contracting parties signified their approval 
of the change insofar as this affected tariff negotiations a ready 
concluded. The protocol came into force on 21st October, 1951 38 


5. Negotiations at Torquay , 1950-51 

The third of the series of conferences at which tariff negotiations 
were completed by countries intending to accede to the General 
Agreement on Tariffs and Trade was held at Torquay, England 
from September, 1950, until April, 1951. During the closing ftages 
of the Annecy Conference arrangements had been made fox 
negotiations over a much wider field than had been covered at 

Annecy to take place in 1950 and these negotiations commenced 
at Torquay on 28th September in that year. 

h f ld at Torc l ua y followed a similar pattern to 
t lat adopted at the Annecy Conference, with the exception that, 

m addition to negotiations between the contracting parties and 

die six Governments intending to accede to the General Agree- 
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ment, there were also further negotiations among the contracting 
pai ties themselves for additional concessions. Of the Governments 
intending to accede with which negotiations were completed, 
Austria, the Federal Republic of Germany, Peru and Turkey have 
become contracting parties, but accession has not yet been effected 
in respect of the Philippines Republic and Korea. 

Australia concluded negotiations with six countries at Torquay, 
viz., Austria, the Philippines, Turkey, Western Germany, Denmark 
and Sweden, the negotiations with the two latter countries being 
additional to those concluded at Annecy in 1949. Discussions 
between the delegations of Australia and several other countries 
also took place, but these did not result in agreements with 
those countries, with the exception of adjustments resulting from 
renegotiations with South Africa and Brazil. 39 

So far as Austria was concerned, the free entry of greasy, washed 
and scoured wool, sheep- and lambskins and pearlshell and other 
shells from Australia was bound. Tariff concessions by Australia 
were negligible, but Austria because of the nature of her export 
trade received considerable benefits from Australian tariff con¬ 
cessions to other countries at Geneva, Annecy and Torquay. 

From the Philippines Republic Australia received reductions in 
duty on wheaten flour and cheese, and the duty on butter was 
bound, these being the principal exports from Australia to the 
Philippines at the time. Australia’s tariff concessions covered logs, 
cane and cane products, manilla rope and several other products. 
However, the Philippines Government, owing to local economic 
and administrative difficulties, considered it advisable to withhold 
its accession to the General Agreement, and accession has not 
yet been notified. 

As regards Turkey , reductions of duty were obtained by Aus¬ 
tralia covering certain types of hides and skins, and binding of 
duties on other types of hides and skins and greasy, scoured and 
combed wool. Australian tariff concessions covered figs, hazel nuts 
and kernels, liquorice and tanning extract, representing at the 
time some 90% of Australia’s imports from Turkey. 

The negotiations with the Federal Republic of Germany were 
the most important of those undertaken by Australia at Torquay. 
The German tariff had been reconstructed to take account of 
changes in price levels brought about by the war. Moreover, 
many important industrial products had been excluded from 
the negotiations of 1947 and 1949 because Germany had been 
the principal supplier of such products. Countries were now able 
to negotiate with regard to these products. 

Tariff concessions by the Government of Western Germany in 
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favour of Australia were the binding of free entry of pearlshell, 
resins, rutile and zircon ores, eucalyptus oil, sheep- and lambskins 
and greasy wool. The existing duties on scoured and carbonised 
wool were also bound. Duties on fresh apples and pears were re¬ 
duced. The concessions covered more than 90% of Australia’s 
exports to Western Germany at the time, but it was considered 
that Australia could also benefit from a number of concessions 
granted by Western Germany to other countries. 

Concessions in the Australian tariff accorded to Western Ger¬ 
many were as follow: 

(1) Reduced most-favoured-nation tariff rates bound, and goods 
exempt from primage duty; 29 items. 

(2) Existing most-favoured-nation tariff rates bound, and goods 
exempt from primage duty; 27 items. 

( j) Preferential margin bound without change in existing tariff 
rates, and goods exempt from primage duty; 5 items. 

(4) Exemption from primage duty only; 14 items. 

All the products in respect of which tariff concessions were granted 

were manufactured products, mostly manufactures of metal and 
machinery. 

The tariff of Denmark is the lowest in Europe and free entry is 
accorded to most primary products. At the Annecy Conference in 
1949 the binding of the free entry of wool had been secured by 
Australia from Denmark, and at the Torquay Conference the bind¬ 
ing ol the free entry of several other primary products was con¬ 
ceded. Australia’s tariff concessions to Denmark were inconsider¬ 
able. As regai ds Sweden , Australia received tariff concessions on 
several primary products additional to those received at the 
Annecy Conference. Australian tariff concessions granted in return 
were over a very limited range of manufactured products. 

In the course of the negotiations Brazil took action under 
Article 28 of the General Agreement to modify concessions which 
were made to Australia at Geneva in 1947. 40 The products affected 
were condensed milk, raw and scoured wool and tops and noils 
and fruit products (peaches). Australia was particularly interested 
in the duties on wool, which had been raised by the Brazilian 
Congress above the rates bound at Geneva in 1947, 41 and in respect 
of which discussions with the Brazilians had taken place, in 
association with other countries having a substantial interest in 
wool, on the general question of the nullification of the wool 
concessions. The Brazilian Government had indicated that, for 
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political and economic reasons, it was unable to restore the wool 
concessions negotiated at Geneva. 

However, the new fixed rates were bound by the Brazilian Gov¬ 
ernment, and some additional concessions were accorded to Aus¬ 
tralia. It had been established that the ad valorem incidence of 
the duties affected had declined since those duties had been 
imposed. No concessions were withdrawn by Australia. 

South Africa also during the negotiations modified concessions 
granted to Australia at Geneva. The binding of the duty-free rate 
on agricultural machinery entering South Africa, conceded at 
Geneva, was withdrawn. In return South Africa granted compen¬ 
satory adjustments, her concessions covering barley, birdseed and 
several manufactured products, which did not adequately com¬ 
pensate Australia for the withdrawal of the concession on agri¬ 
cultural machinery. However, since the South African Government 
found it difficult to give substantial compensation, the position 
was accepted by the Commonwealth Government in the interests 
of long-term relations between the two countries. No concessions 
to South Africa were withdrawn by Australia, but a South African 
request for a concession on fish oils was refused. 

Negotiations were opened at Torquay between Australia and 
the United States with a view to a further reduction in favour of 
Australia of the United States duties on wool, the United States 
Government being prepared to negotiate on that basis. However, 
as the negotiations progressed it became apparent that the United 
States Government was placing too high a value on the proposed 
tariff concession on wool, and required compensatory concessions 
which the Commonwealth Government considered would give 
an undue advantage to the United States if an agreement were 
concluded on the bases suggested. The negotiations were there¬ 
fore terminated by mutual consent. 

Apart from those mentioned, Australia did not enter into negoti¬ 
ations with any other countries at Torquay, as no bases existed 
which afforded opportunities of mutually advantageous agree¬ 
ments. Australia indirectly received benefits, of course, from 
agreements concluded at the conference between other contract¬ 
ing parties, including those which had concluded agreements with 
Australia. 

Briefly summarised, the Australian tariff concessions at the Tor¬ 
quay Conference were as follow: 

(a) Tariff rates reduced and bound on forty-four tariff items or 
parts of items; 
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(b) Tariff rates reduced but left unbound on four tariff items or 
parts of items; 

(c) Preferential margin bound on five items without change in 
existing tariff rates; 

(d) Existing tariff rates bound on forty-six items or parts of items 
(this including the renegotiation of concessions granted on 
twelve items or parts of items at the Geneva and Annecy 
Conferences); 

(e) Removal of primage duty only on eighteen items or parts 
of items. 

Primage was also removed from twenty-seven items included 
under (a) above, four items under (b), five items under (c) and 
twelve items under (d). As regards preferences enjoyed by Aus¬ 
tralian exporters, no concessions of any significance were agreed 
to by the Commonwealth Government. ° 

All tariff concessions negotiated at the conference were em¬ 
bodied in Annex A to the Torquay Protocol, dated 21st April, 
1951, which became applicable in respect of Australia on 17th 
November, 1951. 4 - The protocol provided for accession of coun¬ 
tries intending to accede to the General Agreement on Tariffs and 
Trade, and Schedules of Concessions in Annex A, as with the cor¬ 
responding schedules drawn up at Annecy in 1949, became part of 
the General Agreement on the signature of the protocol in respect 
of the Governments concerned. Tariff Proposals to give effect to 
concessions negotiated at Torquay were introduced into the 
Commonwealth Parliament on 13th November, 1951, and were 
later embodied in Customs Tariff 1952 (Act No. 82 of 1952). 43 

The Torquay Protocol also amended the General Agreement to 

give formal effect to a decision by the Contracting Parties to 

defer until 1st January, 1954, the right to renegotiate for the 

modification or withdrawal of existing concessions. (The assured 

life of the Tariff Schedules was later extended until 1st July 

1955.) The extension of the date did not, of course, preclude resort 

to various “escape” provisions in the General Agreement in speci¬ 
fied conditions. 1 


In the course of the tariff negotiations at Geneva, Annecy and 
Torquay, the Commonwealth Government had utilised, for pur¬ 
poses of bargaining with other contracting parties to the General 
Agreement, non-contractual margins of preference which had 
been retained specifically for those purposes since the conclusion 
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of the Ottawa Agreement of 1932 between Australia and the 
United Kingdom. Such margins had been used for bargaining 
purposes in the course of the negotiations resulting in the trade 
agreements of the thirties between Australia and foreign countries. 

These margins of preference came into existence in several 
ways. Some stem from the Tariff Board’s recommendations as to 
tariff levels considered sufficient to protect Australian industry, 
others from the operation of the Exchange Adjustment Act of 
1933, and a few were created as a direct result of negotiations 
between Australia and the United Kingdom at the Geneva Tariff 
Conference of 1947. 

In its reports on the protection needed by Australian industries 
the Tariff Board has generally recommended the adoption of a 
rate to be applied to goods imported from countries entitled to 
British preferential tariff treatment, and a second rate, to apply 
to imports from other countries, which gave the United Kingdom 
the benefit of the full contractual margin under the Ottawa Agree¬ 
ment. It has generally been the policy of successive Australian 
Governments to adopt the British preferential rate recommended, 
and often to adopt the second rate as the intermediate tariff 
rate, without, however, proclaiming the rate to operate, the higher 
general tariff rate thus applying to goods from countries not 
entitled to preferential treatment. (In some cases the Board has 
recommended intermediate tariff rates which would bring about a 
margin higher than the margin required to be retained under the 
Ottawa Agreement.) 

The margins, in excess of contractual limitations, arising from 
the operation of the Exchange Adjustment Act result from the 
fact that, to offset added protection to Australian industries from 
the depreciation of the Australian pound in relation to sterling, 
protective rates of duty were reduced, but only at the British 
preferential tariff level, the most-favoured-nation (then the gen¬ 
eral tariff) rate remaining unchanged. The result was that margins 
of preference fixed as a result of the Ottawa Agreement were 
widened in a great many cases, this position being brought about 
for the purpose of strengthening Australia’s bargaining position 
in tariff negotiations with foreign countries which were then 
contemplated. 44 

Under Article 8 of the Ottawa Agreement of 1932 the incidence 
of a margin of preference in favour of a United Kingdom product 
depends on the rate of duty applying to the product concerned 
when imported from the United Kingdom. Three applicable 
margins are laid down which become progressively higher in 
respect of higher rates of duty at the British preferential level 
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(see pp. 57-8). The margins in excess of contractual limitations 
arising from the Geneva negotiations of 1947 resulted from 
negotiations with the United Kingdom in which reductions in the 
British preferential rates were agreed upon which would have 
permitted Australia to apply lower preferential margins under the 
tariff items concerned. However, unless successful negotiations on 
such items also took place with other countries, the most¬ 
favoured-nation rates were only reduced to the extent of the 
reduction in British preferential rates, and the margins of prefer¬ 
ence were not narrowed. 

There is no obligation whatever on the Commonwealth Govern¬ 
ment under the Ottawa Agreement to consult the United Kingdom 
Government before reducing any of the expanded margins, re¬ 
ferred to in the preceding paragraphs, to the limits set under the 
Ottawa Agreement in return for compensatory concessions on the 
part of another country. This is so even though the higher rates 
might have acquired a protective incidence in the course of their 
application over the years. There are also, of course, non¬ 
contractual preferential provisions in the United Kingdom tariff 
in respect of which no consultation of the Commonwealth Gov¬ 
ernment is necessary under the Ottawa Agreement before reduc¬ 
tion in margins is effected. 
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CHAPTER XI 


Relationship of the General Agreement to 
Existing Restrictive Measures and Existing 

Contractual Relationships 


1. Australian Import Licensing Regulations 

The Customs (Import Licensing) Regulations (Statutory Rule No. 
163 of 1939), n^de under the Customs Act 1901-1936, under 
which the restriction of imports into Australia on balance of 
payments grounds is made effective, were first promulgated on 
1st December, 1939. The regulations when made were comple¬ 
mentary to the National Security (Monetary Control) Regulations 
and the Customs (Overseas Exchange) Regulations, which were 
then in operation. The chief immediate aim of the licensing 
measure was the conservation of resources in non-sterling ex¬ 
change and, in particular, the prevention of the absorption of 
those resources in the purchase of unessential imports, to the 
detriment of more vital national needs. 1 

The regulations provide that the importation of any goods shall 
be prohibited unless: 

(a) a licence to import the goods is in force and the terms and 

conditions (if any) to which the licence is subject are com¬ 
plied with; or 

(b) the goods are excepted from the application of these regu- 

lations. 6 

Originally goods produced in the sterling monetary area were 
excepted from the effect of the regulations by notices under Regu¬ 
lation 15. The first notice, promulgated in the Commonwealth 
Gazette on 1st December, 1939, and operating from that date 
excepted from the application of the regulations goods produced 
or manufactured in territories under His Majesty’s sovereignty 
suzerainty, protection or mandate, or any territory held under 
mandate by a British Dominion, but not including Canada New¬ 
foundland or Hong Kong. Goods from Egypt, the Sudan and the 
New Hebrides were also excepted. From time to time additional 



232 


Australia s Trade Relations 


countries regarded as coming within the area were excepted from 
the operation of the regulations, further notices being promul¬ 
gated by the Minister for Trade and Customs and published in 
the Gazette . 

However, consequent on changes in the general war situation, 
the general exemption applicable to goods produced within the 
sterling area was varied as from 8th December, 1941, to bring 
imports from sterling area countries within the scope of the regu¬ 
lations, 2 and the restrictions brought down were later intensified. 
The extension of the restrictions to imports from sterling area 
countries was a necessary corollary to the measures adopted in 
Australia and throughout the British Commonwealth to divert 
manpower, machinery and raw materials to war production. The 
question of the conservation of shipping space and the deteriora¬ 
tion of Australian sterling balances in London were also important 
considerations in the intensification of restrictions. 

After the cessation of hostilities, restrictions were progressively 
relaxed or removed, in accordance with the Commonwealth Gov¬ 
ernment’s declared policy of relaxing all forms of wartime restric¬ 
tions wherever possible. A wide range of goods of sterling origin 
was removed from control in January, 1946, and over the same 
period the restrictions were relaxed but not removed on imports 
from non-sterling countries. On 23rd January, 1947, almost all 
goods of United Kingdom origin were excepted from the operation 
of the import licensing measures, 3 and restrictions were modified 
continuously until 8th March, 1952, on goods from “easy currency” 
countries, i.e., those countries with which Australia had no balance 
of payments difficulties. As regards “hard currency” countries 
(almost all of which have been countries comprising the dollar 
area), with which balance of payments problems continued to 
persist, Australian policy has been mainly to restrict importations 
to goods of an essential character unobtainable from sterling or 
easy currency sources. 

By November, 1950, Australia’s external financial position had 
improved and import restrictions had been progressively relaxed 
to such a degree that imports from most countries outside the 
dollar area had been excepted from the application of the regu¬ 
lations and, with minor exceptions, the restrictions applied only 
to imports from the dollar area and from Japan, which had been 
treated as a hard currency country as from 28th August, 1947. 
This position persisted until March, 1952. 

During 1951-52, however, following a fall in the price of wool 
and a large increase in the volume of imports (the result of the 
boom in wool prices in 1950-51), Australia incurred a large deficit 
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in payments on current account, while overseas monetary reserves 
fell from £A843 million at 30th June, 1951, to £A362 million at 
30th June, 1952. The rate of decline during the latter half of 1951 
and early in 1952 was such that it was considered desirable that 
there should be immediate and effective restriction of the volume 
of imports, and as from 8th March, 1952, import licensing controls 
were extended with this purpose to cover goods from all sources, 
imports from all sources other than the dollar area and Japan being 
licensed on the basis of their relative essentiality. 4 

From 1st April, 1953, there were relaxations in the severity of 
the measures imposed on 8th March, 1952, as the position of Aus¬ 
tralia’s overseas reserves improved and as such relaxations were 
considered to be warranted. 5 The permissible limit of Australia’s 
imports from sources other than dollar countries and Japan has 
now been raised appreciably since the overall restrictions were 
brought down. 

The importation of goods from dollar countries and from Japan 
is subject to annual planning, such planning involving considera¬ 
tion of the availability of the necessary currency to Australia as 
a member of the sterling area, and of the importance to the Aus¬ 
tralian economy of goods to be imported. Applications for licences 
for the importation of goods from these countries are considered 
on a case-by-case basis. 

On the other hand, the control of imports from sources other 
than dollar countries and Japan is based mainly on a global quota 
principle, and import licences can be issued under any quota for 
imports from any sources other than those mentioned. Goods are 
classified into four categories based on their relative importance 
to the Australian economy, or on their suitability for regulation 
on a quota principle, the control of the most essential imports 
from these countries being administered on a case-by-case basis. 
There is no discrimination as between the countries in the admin¬ 
istration of the import licensing measures. However, discrimina¬ 
tion is exercised in connection with the administration of the 
licensing of imports from dollar countries, since such imports 
have been confined mainly to goods of an essential character 
unobtainable from sterling or easy currency sources, trade in 
other classes of goods being deliberately diverted from the United 
States, Canada and other hard currency countries. 

Article 14 of the General Agreement on Tariffs and Trade, in 
paragraph 1(b), permits a contracting party applying restrictions 
under Article 12 to use discriminatory import restrictions to the 
extent that those restrictions have equivalent effect to exchange 
restrictions which the country is authorised to operate under 
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Article XIV of the Monetary Fund Agreement. Paragraph 1(c) of 
Article 14 further provides that a country may discriminate to 
a greater extent than would be allowed under paragraph 1(b), if 
such discrimination is a continuation or adaptation to changing 
circumstances of discrimination which it was in fact operating on 
1st March, 1948.° 

Discrimination against the United States, Canada and other 
hard currency sources of supply was being exercised by Australia 
on 1st March, 1948, and therefore under paragraph 1(c) of Article 
14 Australian restrictions against hard currency countries may be 
maintained and adapted to changing circumstances, subject to 
annual consultation with the Contracting Parties, even though 
they might not have been authorised at that time as being equiva¬ 
lent to exchange restrictions permitted under the Monetary Fund 
Agreement. In general Australian restrictions are maintained 
under both paragraphs 1(b) and (c) of Article 14, and the first 
annual consultation with the Contracting Parties took place at 
their Seventh Session in October, 1952, on this basis, after con¬ 
sultation with the Monetary Fund under Article XIV of the Fund 
Agreement. Representatives of the Fund participated in the dis¬ 
cussions with the Contracting Parties. Consultations also took 
place at the Eighth Session held in September-October, 1953. 

The consultations and discussions with contracting parties, in¬ 
cluding Australia, exercising discriminatory import restrictions 
showed that these countries were aware of possible developments 
from such restrictions, and had all adopted measures of varying 
scope designed to minimise the effects of restriction and discrim¬ 
ination. These included the use of global type quotas, relaxation 
of controls on imports whose domestic prices were uneconomically 
high, intensification of restrictions on most expensive sources first, 
admission of some products from hard currency areas where simi¬ 
lar products in soft currency areas were considerably higher in 
price, controls over investment to check protective effects on local 
industries, and warnings to local producers as to the temporary 
nature of the restrictions. The consulting Governments indicated 
that they were fully aware of the importance of applying restric¬ 
tions in such a manner as to avoid unnecessary damage to interests 
of other contracting parties, and of reducing to a minimum pro¬ 
tective effects which might result from the application of restric¬ 
tions. 

2. Existing Contractual Relationships with Overseas Countries 

The General Agreement on Tariffs and Trade inevitably had 
effects on Australia’s existing contractual relations in the trading 
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field with both British Commonwealth and foreign countries. The 
principal agreement so affected was of course the trade agreement 
of 1932 between the United Kingdom and Australia (the Ottawa 
Agreement), there being several ways in which the adhesion of the 
United Kingdom and Australia to the General Agreement limited 
the capacity of both parties to carry out fully the terms of that 
agreement. 

Under the Ottawa Agreement the Australian Government in 
Article 10 undertook to ensure that the Australian tariff would 
be based on the principle that protective duties should not exceed 
such a level as would give United Kingdom producers full oppor¬ 
tunity of reasonable competition on the basis of the relative cost 
°f economical and efficient production. Article 12 of the agreement 
provides that no new protective duty shall be imposed and no 
existing duty on United Kingdom goods shall be increased to an 
amount in excess of the recommendation of the Australian Tariff 
Board. Article 8 and Schedule F of the agreement provide for three 
applicable margins of preference in respect of products imported 
bom the United Kingdom, these becoming progressively higher 

in respect of higher rates of duty at the British preferential level 
(see pp. 57-8). 

Under the Ottawa Agreement as it stood at the time of the 
Geneva Tariff Conference of 1947, if the British preferential rate 
°f dut y on a particular product was 10% ad valorem, then under 
the formula in Schedule F generally applicable the most-favoured¬ 
nation rate would have had to be at least 25%, leaving a margin 
of 15%. If it had been desired to increase the British preferential 
rate to 20%, prior to the coming into force of the General Agree¬ 
ment, it would have been necessary to accord a margin in favour 
°f United Kingdom goods of at least 17%%, so that the new most¬ 
favoured-nation rate would have been at least 371i%. Under Article 
1 of the General Agreement, however, Australia is bound not to 
increase an existing margin of preference (in this case 15%) and 
so the new British preferential rate would have had to be 22%% 
or the new most-favoured-nation rate 35%, both of which alter¬ 
natives would contravene the provisions of Article 8 of the Ottawa 
Agreement. The position might be summarised as follows: 

b.p.t. 

Original position . ^0% 

Increase under the Ottawa formula . 20% 

Increase under the General Agreement .... 22%% 

or 20% 


M.F.N. 

Margin 

25% 

15% 

37%% 

17%% 

37%% 

15% 

35% 

15% 
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It is evident that the fixation of the ceiling of margins under 
tlie General Agreement could result in the United Kingdom 
exporter being placed in a less favourable competitive position 
than that originally obtaining under the Ottawa Agreement in the 
event of the raising of the British preferential rate for the protec¬ 
tion of Australian industry. It is of course assumed in such a case 
that margins in excess of the limits under the formula are not 
involved. 

On the other hand, as has already been pointed out (pp. 223-9 
above), the Commonwealth Government, in the process of lower¬ 
ing duties as a result of tariff negotiations with contracting parties 
to the General Agreement, has not in some cases lowered the 
margins to the extent allowable under the Ottawa Agreement, 
and has thus created excess margins which could be used for 
negotiating purposes. This process, of course, does not contravene 
the provisions of either the Ottawa Agreement or the General 
Agreement. 

In several of its Annual Reports issued after 1947 the Tariff 
Board pointed out the possibility of conflict between the Ottawa 
Agreement and the General Agreement. The following extract 
from its Annual Report for the year ended 30th June, 1951, sets 
out the procedure adopted by the Board in cases in which inter¬ 
national agreements are concerned, provides an illustration of the 
operation of such procedure, and indicates action ultimately taken 
by the Commonwealth Government: 


. . Where the Board has sufficient information to recommend 
rates of duty on imports from the United Kingdom and from countries 
to which the Intermediate Tariff rates apply, it recommends to the 
Minister the rates of duty it finds necessary under both columns of the 
Tariff and, if the implementation of its recommendations will con¬ 
flict with international agreements, it invites the attention of the 


Minister to this fact. 

“The inquiry into the rates of duty necessary on adzes, axes, 
hatchets and hammers provided an illustration. These goods were 
classifiable under Tariff Item 219(B) under which the margin of 
preference had been bound at 71$ per cent ad valorem in the General 
Agreement on Tariffs and Trade. The Board recommended rates 
of 10 per cent ad valorem under the British Preferential Tariff and 
22/2 per cent ad valorem under the Intermediate Tariff on axes and 
hatchets. The rates adopted in Customs Tariff Proposal No. 4 (of 
8th December, 1950) were 15 per cent ad valorem under the British 
Preferential Tariff and 22% per cent under the Intermediate Tariff. 
The new rates retain the margin of 7% per cent ad valorem provided 
in the General Agreement but the new British Preferential Tariff 
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rate is higher than is permitted under Articles 10 and 12 of the 
United Kingdom and Australia Trade Agreement 1932. 

. . In the example considered the British Preferential Tariff 
rate was evidently obtained by deducting the maximum margin of 
preference permissible under the General Agreement from the rate 
found necessary by the Board to provide adequate protection against 
axes and hatchets eligible for admission under the Intermediate 


The following cases also provide illustrations of action taken 
with regard to Australian tariff items under which rates were 
bound under the General Agreement. 

7 th ® ' cas ® ° f ha y> di gg in g and stable forks, also then classifiable 
under Tanff Item 219(B), the Tariff Board in a report of 9 0 di 

March, 1952, recommended rates of 12KS ad valorem under the 
British preferential tariff and 30% ad valorem under the inter- 
mediate tariff, although the margin of preference was hound at 
7*% under this item, as with axes and hatchets. The Commonwealth 
Government, however, ultimately fixed the new rates, in Tariff 
I roposal No. 6 of 25th September, 1952, at 1211% under the British 
preferential tariff and 20% under the intermediate tariff, thus 
retaining the margin of preference required under the General 

Agreement by adopting a lower rate of duty at the intermediate 
tariff level than that recommended by the Board. 

fl re £° rt ff ^f 2!st Jun e , 1951, on rJbber footwear (Tariff Item 
3-8), the Tariff Board recommended the increase of the fixed rate 
duty (alternative to the existing ad valorem rate) from 2s. 2d to 
5s. 6d. per pair under the intermediate tariff, with a separate rate 
of 3s. per pair for children s rubber footwear. The intermediate 
tariff lates under Tariff Item 328 had been bound against increase 

die Bn T Agr , CCment ’ and th erefore implementation of 

the Boaid s recommendation would have required the release of 

Australia from its treaty obligation by contracting parties to the 
Geneial Agreement. However, in view of a falling off of imports 
into Australia of rubber footwear subsequent to the Board's exam¬ 
ination, the Commonwealth Government decided to take no action 

on the report, while indicating that the matter would be kent 
under constant review. 

Article 15 of die Ottawa Agreement records Australia’s obliga¬ 
tion to accord to British non-self-governing colonies and other tlr 
ritories under British control certain preferences, and also to 
extend to those territories die benefit of preferences oninvt? 1 
the United Kingdom, if and when requested to do so by the United 
Kingdom Government. Under Article 1 of the Generaf Agreement 
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existing preferences created under Article 15 of the Ottawa Agree¬ 
ment are expressly retained, but no new preferences in favour 
of the territories mentioned may be created. 

Exceptions to the rule laid down in the Ottawa Agreement with 
legard to preferences to be accorded to United Kingdom goods 
entering Australia, and set out in Article 8 and Schedule F of that 
agreement, were affected by the tariff negotiations at Geneva, 
Annecy and 1 orquay, and reductions in the margins resulting from 
these negotiations were bound under Article 1 of the General 
Agreement. Schedules A to D of the Ottawa Agreement were also 
amended in the course of the negotiations in respect of bound 
duties and margins set out in the schedules in favour of Austra¬ 
lian products entering the United Kingdom. In all cases in which 
bound rates or margins were reduced the party affected was con¬ 
sulted and its consent to such reduction obtained. 

Similarly, in the schedules of the trade agreements between 
Australia and Canada and New Zealand, concluded respectively 
in 1931 and 1933, in which provision was made for the application 
of special rates of duty to a limited list of goods, 7 these rates were 
varied in a number of cases in the course of the negotiations, 
after consultation with the parties affected, as a result of tariff 
concessions accorded to other countries. Similar procedures were 
followed in the case of Australia’s trade agreement of 1940-41 with 
Southern Rhodesia. Other effects of the General Agreement on 
the agreement of 1933 with New Zealand are discussed in Chapter 
III (see page 44 above). 

At the time of the conclusion of the General Agreement in 
1947, Australia was a party to trade agreements with four foreign 
countries in which there had been a reciprocal exchange of tariff 
concessions. The countries are France, Belgium (and Luxem¬ 
bourg) and Czechoslovakia, all contracting parties to the Gen¬ 
eral Agreement, and Switzerland, which is not a contracting party. 
All these agreements are still in operation to the degree that they 
have not been affected by the General Agreement. 8 

The negotiations between Australia and France at Geneva vir¬ 
tually amounted to a revision of the trade agreement of 1936 with 
that country. A post-war revision of the French customs tariff 
and the abolition of the existing French import quota system had 
in any case radically affected the operation of the agreement so 
far as Australia was concerned, and such a revision had become 
desirable. 

As regards Belgium and Luxembourg, the treatment of their 
goods under the Australian tariff after the tariff negotiations at 
Geneva represented a marked improvement on the treatment 
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accorded under the agreement of 1936 with those countries. How¬ 
ever, in one respect, Belgium was in a less favourable position 
than she had been under the agreement of 1936. The Protocol 
of Provisional Application of the General Agreement provides for 
the provisional application of Part II of that agreement “to the 
fullest extent not inconsistent with existing legislation”. The agree¬ 
ment of 1936 lays down a quota in favour of Belgium for the 
importation of plain clear sheet glass into Australia which would 
not conform with the provisions of Part II of the General Agree¬ 
ment, but the quota is still being operated under the agreement 
of 1936, this being considered permissible because of the fact 
that the text of the agreement of 1936 constitutes the schedules 
to the Australian Trade Agreement (Belgium) Act 1936. Should 
Australia’s adhesion to the General Agreement become definitive, 
the quota would not be permissible unless steps were taken to 
make it so by obtaining consent to its continuance from contract¬ 
ing parties to the General Agreement. 

Rates of duty in favour of both Australia and Czechoslovakia 
under the Treaty of Commerce of 1936 were in many cases low¬ 
ered and/or bound. The Czechoslovak Government in the course 
of the tariff negotiations with Australia at Geneva relinquished 
its tariff concession under the treaty of 1936 in respect of certain 
types of iron and steel, such relinquishment forming part of the 
negotiations. The relinquishment was the subject of an exchange 
of letters constituting a formal amendment of the treaty (see page 

Since Switzerland has not become a contracting party to the 
General Agreement, the operation of the trade agreement of 1938 
between Australia and Switzerland has not been affected by that 
agreement. Under Article 1 of the trade agreement, providing for 
reciprocal most-favoured-nation treatment of goods imported 
Switzerland of course receives (as do other countries not parties 
to the General Agreement which have similar rights) the benefit 
of Australian tariff reductions negotiated at the tariff conferences 
held in furtherance of the objectives of the General Agreement 

In all the agreements mentioned above with parties to the Gen¬ 
eral Agreement, commitments in respect of tariff items which 
were not the subject of negotiations at Geneva, Annecy or Torquay 
remain in force. In the event of the General Agreement ceasing to 
be in force, all commitments in the agreements would immediately 
become fully operative, and all tariff benefits arising out of the 

tariff negotiations under the General Agreement would become 
unbound benefits. 

It may be pointed out that, as regards engagements on the part 
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of Australia and other countries, contained in numerous trade 
agreements to which Australia is a party, to accord most-favoured¬ 
nation treatment in respect of goods of the other party, these still 
constitute definitive obligations to accord such treatment. 
Adhesion to the General Agreement by all parties to it being 
only provisional, the general obligation under that agreement to 
accord most-favoured-nation treatment in respect of goods of con¬ 
tracting parties is also only provisional. 
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CHAPTER XII 


Relations with Certain Overseas Countries 

After the Second World War 


1. The Peace Treaties after 1945, and Cessation of War with 

Germany and Austria 

In 1939-42 Australia declared war on the following countries as 
from the dates mentioned: Germany, including Austria (3rd Sep¬ 
tember, 1939), Italy, including Albania (11th June, 1940), Finland 
Hungary and Roumania (8th December, 1941), Japan (9th Decem¬ 
ber, 1941), Bulgaria (6th January, 1942) and Siam (Thailand) (2nd 
March, 1942). 1 

As from 25th May, 1945, by a proclamation 2 of that date, the 

names of all the countries abovementioned were deleted from the 

list of countries goods from which are entitled to admission into 

Australia at intermediate tariff rates and concessional rates of 

primage. From the time of the cessation of hostilities until the 

conclusion of a Treaty of Peace or the issue of a declaration of 

a state of peace in respect of each country, trade between 

Australia and those countries was carried on under the provisions 

of the Australian Trading with the Enemy Act 1939-1947 which 

applied until such treaty or declaration was made. A proclamation 

under the Trading with the Enemy Act was eventually promul- 

gated on 2nd October, 1952, in the Commonwealth Gazette in 

which it was declared that a state of war no longer existed This 

proclamation was required because of a specific provision in the 
Trading with the Enemy Act. 

On ist August, 1946, a proclamation published in the Common¬ 
wealth Gazette and effective as from 3rd April, 1946, declared that 

‘L S , tat f °j, w * r n ° l ° n E el existed between Australia and Siam 
(Thailand) On the latter date a Peace Agreement between the 
Governments of Siam and Australia 2 had been signed at Bangkok 

U ° whl< : h contained an undertaking to negotiate a Treaty 
of Establishment, Commerce and Navigation if the Siamese Gov- 

:n nt r r , ereqUeSt o ed t0 d0 SO - Pendin S completion of such 
a treaty the Siamese Government undertook to accord to Austra- 



242 


Australia s Trade Relations 


lian commercial, industrial and maritime interests treatment not 
less favourable than that accorded to similar interests of any other 
country. Siam was the first of the ex-enemy countries with which 
Australia reverted to a state of peace. 

The Treaties of Peace with Italy, Roumania, Bulgaria, Hungary 
and Finland were signed at Paris on 10th February, 1947, Australia 
being represented at the deliberations resulting in the treaties. 
The five treaties were approved by the Commonwealth Parliament 
by Acts passed in 1947. 4 

Article 82 of the Treaty of Peace with Italy 5 provided that, 
pending the conclusion of commercial treaties or agreements 
between individual United Nations and Italy, the Italian Govern¬ 
ment should, during the eighteen months following the coming 
into force of the treaty, grant unconditional most-favoured-nation 
treatment to each of the United Nations “in all that concerns 
duties and charges on importation or exportation, the internal 
taxation of imported goods and all regulations pertaining thereto”, 
provided each member of the United Nations in fact reciprocally 
granted similar treatment in like matters to Italy. Provision was 
also made that Italy should “make no arbitrary discrimination 
against goods originating in or destined for any territory of any 
of the United Nations as compared with like goods originating in 
or destined for territory of any other of the United Nations or 
of any other foreign country”. Natural and juridical persons who 
were nationals of any of the United Nations were to be granted 
national and most-favoured-nation treatment in all matters per¬ 
taining to commerce, industry, shipping and other forms of busi¬ 
ness activity within Italy. The abovementioned undertakings by 
Italy were to be understood to be subject to the exceptions cus¬ 
tomarily included in commercial treaties concluded by Italy 
before the war, and the provisions with respect to reciprocity 
granted by each of the United Nations were understood to be 
subject to the exceptions customarily included in the commercial 
treaties concluded by that State. Subject to the same proviso, it 
was also laid down that Italy should, amongst other limiting 
provisions applying to commercial aviation, grant no exclusive 
or discriminatory right to any country with regard to the opera¬ 
tion of commercial aircraft in international traffic. 

Corresponding articles in the Treaties of Peace with Roumania, 
Bulgaria, Hungary and Finland 0 made similar provision with 
regard to the Governments of those countries. 

Article 264 and other related articles of the Treaty of Peace 
with Germany of 1919, 7 and corresponding articles of other 
Treaties of Peace entered into in 1919 and 1920, had imposed an 
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absolute obligation on Germany and other ex-enemy countries 
to accord most-favoured-nation treatment to goods from Allied 
and Associated States, including Australia, for a period of five 
years. However, under Article 82 of the treaty of 1947 with Italy, 
Australia, in order to secure non-discriminatory treatment in Italy 
for Australian export commodities for a period of eighteen 
months, was required to grant to Italian goods the benefit of 
most-favoured-nation treatment. As most-favoured-nation treat¬ 
ment is not extended generally by Australia, but only in accord¬ 
ance with contractual obligations, or because of favourable 
trading conditions, there was at the time of the conclusion of 
the tieaties of 1947 a number of countries, including some mem¬ 
bers of the United Nations, whose goods did not receive most¬ 
favoured-nation treatment on their importation into Australia. 
Action required under Article 82 by Australia if she were to 
receive most-favoured-nation treatment accordingly placed Italy 
in a more favourable position in the Australian market than cer¬ 
tain other countries enjoyed. Similar advantages accrued to the 
other ex-enemy countries mentioned. On the other hand, if Aus¬ 
tralia had not accorded most-favoured-nation treatment to Italy 
and those other ex-enemy countries, her exporters would have 
been at a disadvantage in those countries, as their goods could 
have been subjected, not only to the highest duties, but also to 
other discriminatory treatment allowed under the articles of the 
Treaties of Peace, during the currency of the arrangement set 

out in Article 82 and the corresponding articles of the other 
treaties. 

The Treaty of Peace with Italy entered into force with respect 

to Australia on 9th July, 1948, and the treaties with Roumania, 

Bulgaria, Hungary and Finland on 10th July, 1948. On 26th 

August, 1948, by proclamations operative from that date, the 

names of the five countries abovementioned, as well as that of 

Siam, were restored to the list of countries goods from which 

are entitled to admission into Australia at intermediate tariff and 

concessional primage rates. 8 This satisfied the provisions of Article 

82 of the treaty with Italy and the articles in the other treaties 

with regard to requirements for the grant of most-favoured-nation 
treatment. 

Article 44 of the treaty with Italy, and corresponding articles 
of the treaties with the other countries abovementioned, provided 
that each of the other contracting Powers would notify to Italy 
and the other countries, within six months of the coming into force 
of each of the treaties, which pre-war bilateral treaties it desired 
to keep in force or revive. All treaties not so notified were to 
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be regarded as abrogated. As has already been mentioned earlier 
in this work, the Treaty of Commerce and Navigation of 1883 
between the United Kingdom and Italy, to which Australia was 
a party, was not included in the Australian list of treaties with 
Italy which it was desired should be revived. 9 Australia had no 
direct trade treaty relations with the other four countries. Italy 
and Finland became parties to the General Agreement on Tariffs 
and Trade in 1950. 

In 1940 Albania had been considered to be included with Italy 
in the declaration of war by Australia of 10th June in that year. 
However, after the conclusion of hostilities, Albania was not re¬ 
garded as ex-enemy territory but as ex-enemy occupied territory. 

A notification of the termination of a formal state of war 
between Australia and Austria appeared in the Commonwealth 
Gazette on 7th October, 1948. Proclamations of 27th October, 
1948, reincluded the name of Austria in the list of countries 
entitled to most-favoured-nation treatment in respect of their 
goods entering Australia, as from 28th October, 1948. 10 No Treaty 
of Peace with Austria has yet been negotiated, but that country 
became a party to the General Agreement on Tariffs and Trade 
in 1951. 

The formal state of war with Germany was terminated on 9th 
July, 1951, by notification in the Commonwealth Gazette. No 
Treaty of Peace with Germany has yet been negotiated. On 1st 
October, 1951, the Federal Republic of Germany (Western Ger¬ 
many) became a contracting party to the General Agreement on 
Tariffs and Trade. Goods from Western Germany have been 
entitled to admission into Australia at intermediate tariff and con¬ 
cessional rates since 27th September, 1951, her name being added 
by proclamation to the list of countries entitled to such treat¬ 
ment. 11 

The Treaty of Peace between the Allied Powers and Japan was 
signed at San Francisco on 8th September, 1951. 12 Australia was 
represented at the conference at which the treaty was negotiated, 
and signature was effected on her behalf. 

In Article 12 of the treaty Japan declared her readiness promptly 
to enter into negotiations for the conclusion with each of the 
Allied Powers of treaties or agreements to place their trading, 
maritime and other commercial relations on a stable and friendly 
basis. Japan also undertook, pending the conclusion of the relevant 
treaty or agreement, and during a period of four years from the 
first coming into force of the treaty: 
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(1) To accord to each of the Allied Powers, its nationals, pro¬ 
ducts and vessels, most-favoured-nation treatment with re¬ 
spect to customs duties, charges, restrictions and other 
regulations connected with the import or export of goods, 
and national treatment with respect to shipping, navigation 
and imported goods, and with respect to natural and juri¬ 
dical persons and their interests; 

(2) To ensure that external purchases and sales of Japanese 
State-trading enterprises would be based solely on commer¬ 
cial considerations. 

The article provides, however, that in respect of any matter 
Japan shall be obliged to accord to an Allied Power national or 
most-favoured-nation treatment only to the extent that such Power 
accords Japan national or most-favoured-nation treatment in re¬ 
spect of the same matter. The article also provides that, in its 
application, a discriminatory measure shall not be considered to 
derogate from the grant of such treatment if such measure is 
based on a customary exception in commercial treaties of the 
party, or on the need to safeguard that party’s external financial 
position or balance of payments, or on the need to maintain its 
essential security interests. 

Article 12 is therefore similar, in its conditions for the grant of 
most-favoured-nation and national treatment, to the correspond¬ 
ing articles in the other treaties of peace negotiated in 1947. Aus¬ 
tralia has not since 1937, when the intermediate tariff was first 
applied in respect of foreign countries, granted most-favoured¬ 
nation treatment to Japanese goods entering Australia. It is to be 
noted that the period within which Article 12 is to be effective 

is four years, as against a period of eighteen months specified 
in the other treaties. 

The Australian ratification of the treaty was deposited at Wash¬ 
ington on 10th April, 1952. On 28th April, 1952, the treaty came 
into force with the deposit of ratification by the United States 
the requisite number of parties, including Japan, having already 
deposited their ratifications. It was approved by the Common¬ 
wealth Parliament with the passing of the Treaty of Peace flananl 
Act 1952. 13 7 U 1 ' 

2. Relations with Japan until 1953 

Hostilities between the Allied forces and Japan ceased with the 
surrender of the Japanese armed forces on 2nd September 1945 

It was not until 20th August, 1947, that a licence under the Aus¬ 
tralian Trading with the Enemy Act 1939-1940, published in the 
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Commonwealth Gazette , authorised the resumption of private 
trading with Japan. The action taken was similar to that taken 
by the United Kingdom Government on 28th May, 1947, so that 
when normal trading conditions were possible there would be no 
legal impediment in the way of Australian traders who wished 
to trade with Japan. 

However, although the Japanese had been permitted under the 
licence to resume private international commercial relations as 
from 20th August, 1947, the occupation authorities in Japan 
still maintained controls over private trading and would not permit 
the completion of any contracts of sale before 1st September. Until 
that date all commercial relations between Australia and Japan, 
as between other countries and Japan, had been conducted on a 
Government-to-Govemment basis. 

In September, 1947, satisfactory financial machinery to enable 
private trading between Japan and countries of the sterling area 
had not yet been established. As dollars were required in payment 
for all goods and the range of goods available for export from 
Japan was so limited, little trade with the sterling area resulted. 
In the case of Australia no licences were issued to private traders, 
and government cash purchases were restricted to raw silk, 
cotton textiles and rayon yarn. In August, 1947, the Common¬ 
wealth Government had authorised the visit to Japan of represen¬ 
tatives of private trade to investigate possibilities, but did not 
empower them to make any purchases on government account. 

Discussions took place in 1947-48 between representatives of 
countries forming the sterling area (including Australia) and rep¬ 
resentatives of the Supreme Commander Allied Powers (SCAP) 
with a view to overcoming the difficulties in the financing of trade 
with Japan. An Interim Sterling Payments Agreement was con¬ 
cluded in November, 1947, and subsequently brought into opera¬ 
tion on 12th February, 1948. The discussions were intended to 
result in an agreement which would allow sterling area purchases 
of Japanese goods for sterling, but owing to SCAP’s commitments 
to the United States in respect of purchases of raw cotton for 
dollars it was found impossible to make provision in the agree¬ 
ment for the purchase of cotton textiles by the sterling area in 
return for payment in sterling. 

The Interim Sterling Payments Agreement between the United 
Kingdom and SCAP provided in its terms that it would govern 
the conduct of private trade between residents of the United 
Kingdom (and such other parts of the sterling area as the United 
Kingdom Liaison Mission in Japan might from time to time 
specify to SCAP) and Japan. Any sterling standing to the credit 
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of special sterling accounts established in SCAP’s name might be 
converted into dollars at the end of six months. As a result of 
this provision sterling area countries, which had been treating 
Japan as a “hard currency” area insofar as trading transactions 
were possible, were still compelled to treat her as such and to 
limit imports to essential goods not available in sterling or “easy 
currency” countries in adequate quantities. 

The agreement, which covered Australian trading operations, 
did not do much towards assisting in stimulating trade with Japan. 
SCAP had no sterling or dollars to finance initial purchases from 
the sterling area, and only limited quantities of goods for export 
from Japan, other than cotton textiles and yarn which were not 
covered by the agreement, were available. Only few of the goods 
available complied with essentiality tests imposed by sterling area 
countries. Another factor which militated against effective re¬ 
sumption of trading operations was the absence of a commercial 
exchange rate for the yen. However, an arrangement was made 
in February, 1948, between the Commonwealth Government and 
SCAP under which the Commonwealth Government authorised 
the issue of licences for the importation by private traders of 
certain essential goods from Japan, on the understanding that 
SCAP would ensure that the whole of the proceeds accruing to 
Japan would be spent on the purchase of Australian wool and 
other products, thus avoiding any question of conversion of mar¬ 
ginal amounts into dollars. Trade was to be balanced at a level of 
£A2 million each way. Cotton textiles and yarn were excluded 
from the arrangement. 14 

As the result of negotiations between the United Kingdom 
Government and SCAP, an Overall Sterling Payments Agreement 
was concluded, and became effective from 31st May, 1948. This 
agreement replaced the interim agreement concluded with SCAP, 
and provided that trade between Japan and all members of the 
sterling area which wished to participate would be financed in 
sterling. The interim arrangement had covered private trans¬ 
actions only, but the new arrangement covered trade payments 
both governmental and private. Australia, with other sterling 
countries, was brought specifically within the scope of the agree¬ 
ment. A provision, similar to that in the interim agreement, was 
included under which SCAP had the right to convert surplus 
sterling into dollars in the event of his acquiring more sterling 
than he could reasonably expect to be able to spend in the near 
future. Normally such conversion would have been exercised only 
at six-monthly intervals, and then only to the extent that the bal- 
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ances would not have been required to meet estimated commit¬ 
ments within a short period. 15 

At the time of the conclusion of the Overall Sterling Payments 
Agieement, a wider arrangement providing for the development 
of balanced tiade at a higher level between Japan and the sterl¬ 
ing area as a whole was envisaged. For the purpose of arriving 
at such an arrangement, negotiations took place during July- 
August, 1948, in Tokyo between representatives of the sterling 
area countries concerned and SCAP officials. The purpose of the 
talks was to find ways of expanding sterling area trade with 
Japan within the limits of the Overall Payments Agreement. 

The trade arrangement was formally concluded on 9th Novem¬ 
ber, 1948. 1<; It embraced trade through both government and 
private channels, and aimed at maintaining an approximate bal¬ 
ance of exports and imports by the two parties in order to avoid 
dollar expenditure on either side. More than half of Japans 
exports under the arrangement were to consist of cotton textiles, 
while Japan was to import a wide range of essential raw materials. 
It was provided that all trade between the two parties was to 
be conducted on a sterling basis in accordance with the provisions 
of the Overall Sterling Payments Agreement. 

It was intended that the trade arrangement should balance 
exports from the sterling area to Japan amounting to approxi¬ 
mately <£stg30 million against imports from Japan to a like value 
over the period 1st July, 1948, to 30th June, 1949, thus more than 
trebling the volume of Japans trade with the whole sterling 
area. A feature of the plan was that it did not envisage a bilateral 
balancing between each sterling area participant and Japan, but 
only an overall balance between the sterling area as a whole 
and Japan. The arrangement was intended to limit effectively 
the practical application of the dollar convertibility clause in the 
Overall Sterling Payments Agreement. 

The British Commonwealth participants were Australia, India 
(not a participant in the Overall Sterling Payments Agreement), 
New Zealand and South Africa, as well as the United Kingdom and 
its colonies, with the exception of Hong Kong, which, in view of 
its special position as an entrepot , continued to have its own pay¬ 
ments and trading arrangements with Japan. The arrangement 
left the way open for other countries in the sterling area to accede, 
subject to the approval of both parties. For the purpose of bal¬ 
ancing the trade between the sterling area and Japan, the esti¬ 
mated net deficits of sterling countries not represented at the 
discussions were taken into account in formulating the plan. 

To protect the operation of the trade balance, the arrangement 
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provided for the creation of special supervisory machinery for 
consultation in the event of any lack of balance developing, and 
for a general review of the operation of the arrangement in 
January, 1949. The trade plan for Australia under the arrange¬ 
ment provided for exports valued approximately at £A6,140,000 
(19-65 million dollars), almost all for raw wool and cereals, and 
for imports valued approximately at £A5,780,000 (18-5 million 
dollars), of which some two-thirds represented cotton manufac¬ 
tures. 

Australian imports from Japan were subject to import licensing 
control with a view to restricting importations to goods which 
could not be obtained from local, sterling or “easy currency” 
sources of supply. From March, 1948, import licences had been 
issued for the importation of a limited range of goods from Japan 
under the arrangement of February, 1948, between Australia and 
SCAP (see page 247 above). The payment for these imports was 
made into SCAP s sterling area account, and was merged into the 
accounts of the sterling area trade arrangement. 

The arrangement was renewed for the year 1949-50. Negotia¬ 
tions for the renewal were not completed until November, 1949, 
when an announcement was made by SCAP in Tokyo on 22nd 
November in which the main features of the arrangement for 
1949-50 were set out. In general the new arrangement adhered to 
the previously established policy involving balanced trade 
between sterling area countries and Japan at the highest prac¬ 
ticable level. Total trade during 1949-50 was expected to amount 
to £stgl43 million. The sterling area countries included in the 
arrangement were the same as those named in the preceding one. 

The trade plan which dealt with commodity exchanges was 
written in pounds sterling, the previous plan having been ex¬ 
pressed in United States dollars. Estimates of new purchases by 
Japan during the twelve months’ period ending June, 1950, from 
the sterling area countries subscribing to the arrangement were 
set at approximately £stg55 million, and estimated new pur¬ 
chases by those countries from Japan amounted to approximately 
£stg45-5 million. The difference of £stg9-5 million was 
accounted for by excess of orders placed by sterling area countries 
before 30th June, 1949, and unexecuted at that date over cor¬ 
responding orders placed by SCAP in the sterling area. It was 
agreed that the balance of trade in favour of Japan as at 30th 
June, 1949, which amounted in value to approximately £stgl0 
milliqn, would be treated by SCAP as the necessary working- 
capital to establish trade with the sterling area. 

Australia s share of the sterling area’s purchase programme was 
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set at £A6-2 million as compared with £A3*8 million in respect 
of which licences to import into Australia were actually issued 
imdei the plan of 1948-49. In anticipation of a successful outcome 
of the negotiations licences had already been issued for most of 
Austialias allocation, the bulk of the goods so licensed being 
obtained at the rate of exchange prevailing before the devaluation 
in the Australian currency of September, 1949. Licensing was still 
on a very restricted basis. 17 

As from 25th April, 1949, an official exchange rate of 360 Jap¬ 
anese yen to one United States dollar had been established. 

Under the 1948-49 arrangement Australian sales to Japan had 
amounted in value to <£A6-2 million, including wool (£A4*5 
million) and cereals (<£A1*4 million). Sales to Japan during 1949- 
50 were estimated at £A7-5 million in value. 

The trade arrangement was renewed for 1950-51, but the re¬ 
newal did not cover trade between Japan and countries not parties 
to the arrangement, even though they were parties to the Overall 
Payments Agreement. Provision, however, was made in the 
arrangement for some modification of the principle of exact bal¬ 
ance between the parties so that Japan would be able to purchase 
stipulated amounts of goods from countries of the sterling area 
with sterling accruing from her sales under the arrangement. 
Goods could also be purchased by Japan with sterling from coun¬ 
tries not in the sterling area, with the approval of the exchange 
control authorities. The arrangement as renewed provided that 
the trade plan might be enlarged or amended by mutual consent 
at any time. 18 

Although the negotiations for renewal were not completed until 
November, 1950, there was no suspension of trade after June, 
1950, and trading between Japan and the sterling area continued 
at a high level. The arrangement to cover the period until 30th 
June, 1951 provided for a trade plan based on a balanced exchange 
of goods to the value of an estimated <£stg92-6 million in each 
direction, or a total of <£stgl85-2 million. This estimate com¬ 
pared with total trade in 1949-50 valued approximately at £st g 
130 million (as against an approximate £stgl00 million antici¬ 
pated). It was originally estimated that Australian sales to Japan 
for 1950-51 would total some LA24-35 million. However, it was 
later expected that these estimates would be very considerably 
exceeded, and actual exports to Japan in 1950-51 totalled 
<£A61-6 million in value, of which sales of wool represented 
<£A51-5 million, the bulk of the remainder comprising barley 
and wheat. As regards imports from Japan into Australia, actual 
imports in 1949-50 had amounted to some £A7 million in value, 
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and under the succeeding arrangement £A22 million was allo¬ 
cated to Australia, but Australian imports during 1950-51 
amounted in value to 42A15-6 million only. No sterling trade 
arrangements were entered into with SCAP or the Japanese Gov¬ 
ernment after the expiry of the arrangement of 1950-51. 

On 20th August, 1947, a licence under the Australian Trading 
with the Enemy Act had been issued 18 which had authorised the 
resumption of private trading with Japan, but this licence was 
restricted in its application in that the exemption from the pro¬ 
visions of the Act of transactions involving the transfer of funds 
to and from Japan was limited to the payment and receipt of 
money in connection with the supply and obtaining of goods. 
Such monetary transactions as those resulting from the desire of 
Japanese banks to open accounts with Australian banks, and vice 
versa, the making of remittances to Japan for sustenance and other 
purposes and the provision of funds for travelling expenses in 
that country were not exempted from the provisions of the Act. 
On 6th July, 1950, a licence under the Trading with the Enemy 
Act was issued 20 which permitted persons in Australia to engage 
freely in trade with persons and concerns in Japan, including the 
remittance of money for sustenance and like purposes. This fol¬ 
lowed action in January, 1950, which had already been taken by 
the United Kingdom authorities. 7 


On 31st August, 1951, a Sterling Payments Agreement between 
the United Kingdom Government and SCAP was signed at 
Tokyo.' 21 This agreement superseded the Overall Sterling Pay¬ 
ments Agreement, and provided for the settlement in sterling of all 
payments between Japan and countries of the sterling area. The 
agreement contained no provisions regarding convertibility It 
came into force on the date of signature, and on the date of entry 
mto force of the Peace Treaty with Japan (28th April, 1952) was 
itself superseded by an agreement in similar terms, also signed on 
31st August, 1951, between the United Kingdom Government and 
Japan. 22 This latter agreement was to terminate on 31st August, 
1952, in the absence of agreement between the parties, but was 
extended by exchanges of notes until 31st December, 1953. 

The new Sterling Payments Agreement between the United 

J a P anese Governments was signed on 29th January 
1954.- It followed the lines of the expiring agreement, and ter¬ 
minated on 31st December, 1954. A further agreement has since 
been concluded. 


After the expiry of the trade arrangement for 1950-51, trade 
between Australia and Japan was maintained at a high level until 
the extension of import licensing controls in March, 1952, as a 
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result of the decline in Australia’s monetary reserves in 1951-52. 
In 1951-52 Australia’s exports to Japan totalled £A48-6 million 
m value, while imports were £A43-6 million, 60% of the imports 
consisting of metals and metal manufactures, of which supplies 
were then short in Australia. In the following trading year Aus¬ 
tralia’s exports to Japan were valued at £A84 million, while 
imports amounted only to £A4-6 million. Japan had been the 
second largest buyer of Australian wool at the previous series of 
auctions, and obviously the discrepancy between exports to and 
imports from Japan could not be allowed to continue. 

Japan s sterling holdings, which had reached a peak in June, 
1952, fell steadily thereafter, and successive relaxations have 
been made in Australia’s import restrictions on Japanese goods 
since July, 1953, in order to afford Japan an opportunity of in¬ 
creasing her earnings of sterling. These relaxations permit goods 
to be imported which are both competitive with exports from other 
non-dollar countries and with Australian manufactures. 

For import licensing purposes, all Japanese goods are under 
administrative control ’, i.e., applications for licences are consid¬ 
ered on a case-by-case basis. Licences are issued for selected com¬ 
modities up to prescribed values which are reasonable in propor¬ 
tion to the permissible imports of similar goods from other non¬ 
dollar sources. The list of such commodities includes a wide range 
of traditional Japanese exports, many being of a less essential type 
competitive with local manufactures, and with a few important 
exceptions covers all goods of interest to Japan so far as Japanese 
exporters to the Australian market are concerned. 

At the Second Session of the Contracting Parties to the General 
Agreement on Tariffs and Trade, held at Geneva in August-Sep- 
tember, 1948, a proposal by the United States Government for the 
application of the most-favoured-nation provisions of the General 
Agreement to certain areas under military occupation came up 
for discussion. As a final result of the United States Government s 
approaches, an international agreement to grant most-favoured¬ 
nation treatment to Western Germany on a reciprocal basis was 
opened for signature, this agreement being quite separate from 
the General Agreement. The agreement had been opposed by the 
Australian delegation. A proposal to grant most-favoured-nation 
treatment to Japan on a similar basis was also strongly opposed 
by Australia and other countries, including British Commonwealth 
countries, and the United States delegation did not proceed with it. 

The question of the grant of most-favoured-nation treatment to 
Japan was put on the agenda of the Third Session held at Annecy 
in 1949, but was withdrawn by the United States Government prior 
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to its consideration, because of technical difficulties. At the time 
of the withdrawal, the United States delegation emphasised that 
this should not be interpreted as a diminution of the major import¬ 
ance which it attached to the granting of most-favoured-nation 
treatment on a reciprocal basis to Japan during the occupation 
period. 24 In a press statement issued by the United States dele¬ 
gation at the time, it was made clear that so long as the occupation 
continued, Japan would be in no position to follow the unfair 
competitive practices to which exception had been taken in pre¬ 
war days. It was also emphasised that discriminatory treatment 
by other countries of Japan’s export commodities could lead to 
economic and political frictions in the future. 

On 28th April, 1952, the Treaty of Peace with Japan came into 
force (see page 245 above), and the period of military occupation 
of Japan came to an end. On 18th July, 1952, the Japanese Gov¬ 
ernment formally requested an opportunity to enter into tariff 
negotiations with the contracting parties to the General Agree¬ 
ment on Tariffs and Trade with a view to accession to the agree¬ 
ment. ° 

The Japanese application for accession to the General Agree¬ 
ment was discussed at the Seventh Session of the Contracting 
Parties in October, 1952, and again at a meeting of the Interses- 
sional Committee of the parties in February, 1953, at which Aus¬ 
tralia was represented. The application was examined in the light 
of memories of the pre-war experience of a number of countries 
of circumstances in their trading relations with Japan which had 
resulted in violent disruption of trading conditions, and the possi¬ 
bility of providing safeguards against the recurrence of such cir¬ 
cumstances. An examination of the agreement had disclosed that 
in its terms the possibility of violent trade disruptions had not 
been covered adequately. However, it was considered undesirable 
that Japan’s accession should be qualified by special and discrim¬ 
inatory conditions, and immediate recourse to remedies within 
the terms of the General Agreement, with consultation after in¬ 
stead of before the application of the remedies, was suggested at 
the meeting in February, 1953, for the consideration of the Con¬ 
tracting Parties. Such immediate recourse would of course be 
applicable as between any of the contracting parties. 23 

The accession of Japan to the General Agreement would so 
obviously affect the pattern of tariffs already negotiated between 
parties to the agreement that another round of multilateral tariff 
negotiations would be justified. However, the decision of the 
United States Government in June, 1953, to seek renewal of the 
United States Reciprocal Trade Agreements Act for a period of 
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one year only, and to review the whole basis of its commercial 
policy, made it unlikely that the United States would be willing 
to negotiate with Japan or with any other contracting parties 

during the period for which the Reciprocal Trade Agreements 
Act had been renewed. 

At the Eighth Session of the Contracting Parties to the General 
Agreement on Tariffs and Trade, held at Geneva from 17th Sep¬ 
tember to 24th October, 1953, the Contracting Parties approved a 
decision inviting the Government of Japan to participate in 
sessions of the Contracting Parties and of their subsidiary bodies. 
In taking the decision, the Contracting Parties took into considera¬ 
tion the fact that it had not been practicable to proceed with 
Japan s request to accede to the General Agreement under Article 
33, and that they were desirous meanwhile of associating the Gov¬ 
ernment of Japan with their discussions and deliberations. Aus¬ 
tralia abstained from voting on this approval. 

A Declaration was also drawn up to the effect that, pending the 
accession of Japan following tariff negotiations, commercial rela¬ 
tions between any country signing the declaration and Japan 
would be governed by the provisions of the General Agreement. 
The Declaration was open for signature until 31st December, 1953, 
but was not signed in respect of Australia. 20 


If Japan becomes a contracting party to the General Agreement 
Australia is permitted under the terms of Article 35 (see pages 
194-5 above) not to apply the agreement as between Australia and 
Japan. Alternatively, the Commonwealth Government may refuse 
to apply Article 2 of the agreement, including its schedule of tariff 
concessions, to Japan, if it has not entered into tariff negotiations 
with that country. 

The alternative procedure would in Australia's case not be 
effective unless Australia ceased to apply its most-favoured-nation 
tariff rates to goods from Switzerland and Argentina, and other 
countries now receiving the benefits of such rates. Under Article 1 
of the General Agreement, Australia would be obliged to accord 
to Japanese goods entering Australia all rates applicable to goods 
from Switzerland and Argentina, which are not contracting parties 
to the General Agreement, but with which bilateral agreements 
with Australia containing the most-favoured-nation clause exist. 


The bilateral agreements operate to entitle goods from those two 
countries to all tariff concessions negotiated under the General 
Agreement. Provisions in the General Agreement imposing the 
obligation to adhere to the most-favoured-nation principle in cases 
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other than those involving the imposition of tariff rates would 
also apply to Australia so far as Japan was concerned. 

Australia has not accorded most-favoured-foreign-nation treat¬ 
ment in respect of Japanese goods entering Australia since rates 
under the Australian intermediate tariff were first applied to ^oods 
from foreign countries in 1937. 


3. Relations with Germany from 1945 until 1949 

Germany’s unconditional surrender came into force on 5th June, 
1945. On that day the transfer of all power in Germany to the Gov¬ 
ernments of the four principal Allies was formally endorsed, and 
by the Potsdam decisions of July, 1945, the power was exercised 
by the commanders-in-chief of the armed forces of the United 
Kingdom, the United States, the Soviet Union and France, each 
in his own zone of occupation and also jointly, in matters affecting 

Germany as a whole, in their capacity as members of the Control 
Council. 27 


From the beginning of the occupation in May, 1945, the occupy¬ 
ing powers were called upon to provide a large volume of basic 

u S and ° ther su PP lies for Germany, and until the end of 
1947 these supplies formed the bulk of imports into Western Ger¬ 
many. In October, 1946, the economic fusion of the British and 
mted States Zones was effected by an agreement (signed on 2nd 
ecember, 1946) between the United Kingdom and United States 
Governments, and the Joint Export-Import Agency (JEIA) was 
tormed, the agency beginning operations in January, 1947. 28 The 
initial capital was provided by the Governments of the United 
Kingdom and the United States, and its formation led to the 
establishment of programmes to provide essential raw materials 
(metals, ores, textile fibres, etc.) for the rehabilitation of Western 
German industry. Included in the responsibilities of the agency 
was the collection of foreign exchange accruing to the combined 
zones (including the British and United States sectors of Berlin) 
trom the export of goods and services, and the disbursement of 
foreign exchange in payment for goods and services 

In pre-war years Western Germany had supplied the world 
ith a great variety of manufactured goods. Shortages of fuel 

Forego S raW . materials and skilled labour, lack of customa^ 

currencv which 0 P 7, mentS relati °nships, and the absence of a 
currency which could serve as a normal medium of exchange 

accounted for die negligible exports of manufactured goods until 

he year 1947 was well advanced. The index of industrlTproduc 

stood at 44 (1936 = 100) ,, d,= eod of 1947. and ad Z, co„,d 
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be produced was immediately absorbed by the internal market, 
as the incentive to export was small—the exporter received only 
the legally fixed internal price in Reichsmarks. Bonus schemes 
were introduced in 194/ which allowed 10% of the foreign exchange 
accruing from exports to be expended by the exporters and by 
the workers employed in firms manufacturing for export. 

As a result of these and other difficulties, Western Germany 
was not until 1948 in a position to take full advantage of the 
“sellers’ markets” existing in most parts of the world. Many other 
factors hindered the recovery of Western Germany’s trade, includ¬ 
ing the change in demand for Germany’s products, import licens¬ 
ing restrictions imposed by other countries, and the high prices 
of German export goods. The changing pattern of demand was 
brought about by substantial alterations in the industrial structure 
of the world during the past few years, and by the economic 
policies adopted by many of the countries which in pre-war years 
were leading purchasers of German exports. 

On 27th March, 1947, a licence under the Australian Trading 
with the Enemy Act 1939-1947 was issued to permit of the resump¬ 
tion of private importation into Australia of goods from Ger¬ 
many.- 9 Similar action had already been taken by the United 
Kingdom Government. Under the agreement of 2nd December, 
1946, the United Kingdom had assumed a heavy financial burden 
as her share of providing minimum essential imports and other 
necessary items of expenditure relating to the joint zone. Some 
resumption of German export trade was necessary to enable the 
zone to become self-supporting and ultimately to enable the 
United Kingdom to recoup herself for the expenditure she was 
incurring. 

In the two zones, which were the only likely source of imports 
at the time, foreign trade was controlled by JEIA which acted 
as an import licensing department. It was notified by the Minister 
for Trade and Customs on 27th March, 1947, that Australian 
importers were free to sign contracts direct with German exporters 
for the purchase of goods and for incidental services, but that the 
terms of all contracts were subject to the approval of JEIA, 
having regard to currency, terms of payment, prices and the avail¬ 
ability of materials. The prices of German goods were generally 
to be quoted in sterling, German marks not to be quoted until it 
was practicable to establish an appropriate exchange rate. JEIA 
would normally require payment by the opening of an irrevocable 
letter of credit through the Australian importer’s bank before issu¬ 
ing an export licence to the German exporter. At the Australian 
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end, the import licensing control applicable to goods of non¬ 
sterling origin generally would apply also to German goods, and 
import licences would be granted for essential goods only. It was 
notified that procedures had not yet been established for the 
importation of goods from the French and Russian Zones of Ger¬ 
many, but that if any importers should receive offers of goods from 
either of those zones, they should forward full details to the Aus¬ 
tralian licensing authorities. For the time being, imports into the 
United Kingdom and United States Zones of Germany would, 
with the exception of materials for processing, be limited to pur¬ 
chases made either by the United Kingdom or the United States 
Governments, or by JEIA. 

Australian trade with Germany during 1946-47 was on a very 
limited scale. Australian recorded imports from Germany 
amounted in value to some £, A143,000, half of this sum repre¬ 
senting reparations shipments. Exports to Germany were valued 
at £.A1,395,000, almost the whole of this consisting of purchases 
by the United Nations Relief and Rehabilitation Administration 

(UNRRA). It was not until 1948 that Australian imports began to 
attain substantial proportions. 

JEIA had been established to integrate the trade of the United 
Kingdom and United States Zones and to control it so as to ensure 
that the excess of German imports over exports was minimised. 
The money received in Germany for exports to the sterling area 
was credited to JEIA and not to individual German traders. As 
the burden of the adverse balance of payments was being borne 
half by the United Kingdom and half by the United States the 
United Kingdom gained half the benefit of the proceeds of sales 
of German goods overseas. If JEIA converted sterling received 
into dollars in order to meet the dollar deficit, the United Kingdom 

lost only half the dollars which would have been lost in the event 
of a conversion by any other country. 

Germany then was not an easy currency country, but in view 
of the general desirability of rebuilding German trade, the United 
Kingdom authorities did not wish entirely to discourage imports 
by sterling area countries from Germany. None the less the export 
of German goods to hard currency areas of course reduced the 
dollar deficit and so was preferable to their export to the sterling 
area. Caution in importing from Germany by sterling area coun¬ 
tries could therefore have the valuable effect of stimulating the 

Sea , r . , * or> anc * ex P ort to > hard currency markets by JEIA. Aus- 
trahas treatment of goods from Germany was in effect highly 
restrictive, the restrictions applying equally to goods from all the 
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zones. The basis of Australia’s import licensing policy changed 
with die conclusion of die agreement of 17th December, 1947, 
between the United Kingdom and the United States revising the 
agreement of 2nd December, 1946, regarding financial responsi¬ 
bility for die bi-zonal area of Germany. 30 

this agreement provided that imports into the combined 
zones should be divided into two categories: Category A, which 
included supplies needed to prevent disease and unrest (food, 
fertilisers, seed, etc.), and Category B, which included all the 
combined zones import requirements of raw materials and indus¬ 
trial equipment of all kinds. For items under Category A the 
limits of United Kingdom dollar liability were clearly defined. 
In future, the United Kingdom, instead of bearing a half share 
of the cost as formerly, would be relieved of any dollar liability, 
and her obligation would be restricted to purchases from the sterl¬ 
ing area. Supplies under Category B were bought from the funds 
of JEIA, which were held in dollars and convertible sterling. 
These funds represented the working capital of the bi-zonal area 
and were used mainly for purchases from dollar countries, and, to 
a lesser extent, from the sterling area. With the exception of cer¬ 
tain exports from the combined zones—coal, timber and potash— 
which were subject to special arrangements, the area’s trade with 
most neighbouring countries was conducted through bilateral 
“offset” accounts, trade being carried on in the currency of the 
other country concerned, but any other balance outstanding being 
in most cases payable in dollars or sterling at the creditors 
option—in practice, normally in dollars. Hitherto trade with the 
sterling area had not been on an offset basis. Purchases had been 
paid for in sterling, which had gone straight into JEIA’s funds of 
convertible sterling, and since JEIA’s purchases from had been 
less than its sales to the sterling area, a reservoir of sterling had 
been created which was liable to be converted into dollars if 
JEIA’s dollar balance fell below a fixed sum. 

Under the new agreement, this fund of sterling which JEIA 
already possessed remained convertible, but trade between the 
sterling area and the bi-zonal areas passed through a special sterl¬ 
ing account opened by JEIA at the Bank of England. The account 
was balanced quarterly; if a credit balance was shown in favour 
of the combined zones, any excess over £stgl,500,000 had forth¬ 
with to be converted into dollars. Similarly, if the account showed 
a debit balance, the excess over £s tgl,500,000 had to be made 
good in dollars. Special recognition of the need of the United 
Kingdom for supplies of German timber and scrap metal was 
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given in the agreement, and other imports into the United 
Kingdom were limited almost entirely to goods required for pro¬ 
duction, especially production for export—badly needed machin¬ 
ery and parts, some chemicals and other materials. The Board of 
Trade rarely issued licences for consumer goods. 

The new agreement had important implications so far as con¬ 
cerned Australian import licensing policy. It was quite apparent 
that imports from the bi-zonal areas would have to be limited, 
and reconciled with other sterling area imports so that total 
imports did not exceed sterling area exports to die combined zones. 
However, at Uiat time Australian trade with Germany was very 
small, and Australia was not drawing more from sterling area re¬ 
sources arising from trade with Germany than she was contribut¬ 
ing to them. It was decided that goods from Germany should con¬ 
tinue to be accorded “hard currency” treatment, i.e., imports 
should be limited to essential goods which were not available in 
adequate quantities from local, sterling or easy currency sources 
of supply. 

For purposes of uniformity the hard currency licensing treat¬ 
ment accorded to imports from the two zones was extended to 
cover imports from all zones of Germany. This was quite justifiable 
in the case of the Russian Zone since die Soviet Union was a hard 
currency country, but there were some doubts as to whether such 
treatment of goods from die French Zone of Germany was justi¬ 
fied. The position with regard to goods from this zone had not 
been cleared up by the time agreed recommendations had been 
reached at conferences held from February to June, 1948, as to 
the economic fusion of the zone with the British and United States 
Zones, and it became desirable not to differentiate between the 
three zones so far as import licensing treatment was concerned. 

Under the convertibility clause in the agreement of 1947, dollars 
became expendable should the balance of trade between the 
sterling area and Germany reach a certain disequilibrium. Licens¬ 
ing of German goods in Australia was carried out on a basis simi¬ 
lar to that obtaining in the case of goods licensed for importation 
from the dollar area, but such licensing was administered quite 
independently of licensing of goods from the dollar area, and there 
was no debit against dollar allocations in anticipation of such a 
disequilibrium developing. 

On 20th February, 1948, agreement was arrived at between the 
French, United Kingdom and United States Governments for the 
economic fusion of the Saar with France. Since 1st April, 1948, 
the Saar has ceased to be part of Germany for economic and trad- 



260 


Australia s Trade Relations 


ing purposes, and goods from the Saar were admitted into Aus¬ 
tralia at intermediate tariff rates, i.e., the rates applying to French 
goods, as from 21st September, 1949. 31 

Australia was in the trading year 1947-48 making a heavy net 
contribution to sterling trade with the zones. Australian recorded 
statistics for that year indicated imports from the whole of Ger¬ 
many to the value of <£A639,000, and exports to the value of 
<£A4,021,000. (These figures covered trade with the whole of Ger¬ 
many, but the bulk of the trade was with the two zones.) Over 
95% of exports were represented by wool, and wool purchased 
in London and in other European countries would have swelled 
considerably the figures of imports of Australian wool into Ger¬ 
many. On the other hand, many types of goods which could use¬ 
fully be imported into Australia, taking into consideration both 
price and the utility of the goods, were excluded from the Aus¬ 
tralian market owing to the rigid criteria adopted in the interests 
of the sterling area for the licensing of all German goods for 
importation into Australia. 

In June, 1948, the Reichsmark” was replaced by the “Deutsche 
Mark”, under laws on monetary reform issued by the Military Gov¬ 
ernors of the United Kingdom, United States and French Zones. 
In April, 1948, Western Germany had become a member nation 
of t le Organisation for European Economic Co-operation 
(OEEC), and eligible for assistance from the Economic Co-opera¬ 
tion Administration (ECA) of the United States. The knowledge 
that the very large deficit in Western Germany’s balance of pay¬ 
ments with the United States and the Western Hemisphere gener¬ 
ally would be partially covered by grants from ECA undoubtedly 
inspired confidence and contributed largely to the successful intro¬ 
duction of the Deutsche Mark as the currency of Western Ger¬ 
many from 20th June, 1948. The introduction of the Intra-Euro¬ 
pean Payments Agreement in October, 1948, no doubt contributed 
effectively towards the elimination of payments difficulties which 
Western Germany had been experiencing. 

The revised Fusion Agreement of 1947 expired on 31st Decem¬ 
ber, 1948, but negotiations for a new agreement to include the 
French Zone were deferred pending the formation of a provisional 
Government for Western Germany. In the meantime Anglo-Ameri¬ 
can discussions were proceeding for the purpose of reaching agree¬ 
ment on the extension of the existing agreement subject to certain 
conditions. It was intended that one of the conditions should 
be the negotiation of a trade and payments agreement with JEIA 
which would take into account the fusion of JEIA with the French 
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Zone's Office of Foreign Trade and the Intra-European Payments 
Agreement, eliminate the requirement for dollar settlements, and 
secure an expansion of trade between the sterling area and West¬ 
ern Germany to the level contemplated at the time of the negotia¬ 
tion of the Intra-European Payments Agreement. 

By April, 1949, amalgamation of the French Zone with the 
United Kingdom and United States Zones for economic and trad¬ 
es P U1 poses had for all practical purposes been accomplished, 
although the revision of the agreement to include formally the 
French Zone was still deferred pending the establishment of a 
Western German administration. In the meantime the period of 
operation of the agreement of 1946, as revised by the agreement 
of 1947, had been extended for three months in December, 1948, 
and for a further three months in March, 1949. 32 

On 23rd May, 1949, the Basic Law of the Federal German Re¬ 
public came into force, covering the whole of the three Western 
Zones. Under this law the Federation had the exclusive right to 
legislate, amongst other things, on customs, commercial and navi¬ 
gation agreements, traffic in goods and payments with foreign 
countries, including customs and frontier protection. 33 

On 1st June, 1949, a licence was issued under the Australian 

Trading with the Enemy Act, and published in the Commonwealth 

Gazette , 34 authorising unrestricted trade with Germany except in 

regard to German property held under control in Australia on 

behalf of persons in Germany, and income and interest therefrom 

The licence exempted from the provisions of the Act transactions 

other than certain transactions specifically excluded, including 

those mentioned above, with all zones of Germany including the 
Russian Zone. & 


On 30th June, 1949, agreement between the United Kingdom 
and United States Governments was reached on changes to be 
brought into the trade arrangements between Western Germany 
and the sterling area.*® The agreement (which further prolonged 
the Fusion Agreement), and the Payments Agreement negotiated 
on the same date (which also covered the French Zone), resulted in: 

(a) the debit margin beyond which, at settlement periods 
O , ™I lty t0 P a y dollars arose being raised from 

£stgl,500,000 to £stg7,500,000; B 

(b) monthly settlements being substituted for quarterly settle- 

merits; 7 


(C) ously" and 15 ^ ^ ^ n0t automatic as previ 
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(d) the rectification of the anomalous situation under which 
the United Kingdom, while granting drawing rights to West¬ 
ern Germany under the Intra-European Payments scheme, 
was forced to pay dollars in the event of an unfavourable 
quarterly balance which exceeded the convertibility point. 

It was obvious that Western Germany must still be treated by 
the Commonwealth Government as a hard currency area. How¬ 
ever, it was also obvious that Western German currency was not as 
hard as it had been prior to the abovementioned changes, and cer¬ 
tainly not nearly as hard as that of countries such as Switzerland 
and Belgium, in respect of which at that time there was a persistent 
gold drain. It was considered that, so far as Australia was con¬ 
cerned, it would be unreasonable to adopt a more restrictive 
licensing policy towards Western Germany than towards the Bel¬ 
gian monetary area. Australian licensing policy towards Western 
German goods was already a good deal more restrictive than that 
of the United Kingdom and certain other members of the sterling 
area. It was therefore thought that it would be unwise if Australia 
did not take advantage of the opportunity to secure highly essential 
goods from Western Germany, but that the current policy of 
issuing licences for essential goods of Western German origin 
should be continued. 

The formal trade agreement between the Western Zones of 
Germany and the United Kingdom was signed on 18th August, 
1949. 30 It was intended to cover trading operations between the 
Western Zones and the sterling area from 1st July, 1949, to 30th 
June, 1950. Australia had not participated in the negotiations with 
regard to any of the trade and payments arrangements relating 
to Western Germany at any stage in those negotiations, although 
they covered relations between the whole of the sterling area and 
the respective zones. 

With the setting up in September, 1949, of the Allied High 
Commission for the exercise of supreme Allied authority in the 
Federal Republic of Germany, 37 the functions handled by JEIA 
were progressively abandoned or handed over to the Western 
German authorities, and by the end of December, 1949, the process 
of liquidation of that organisation had been almost completed. 
The Federal Government became responsible for negotiating, 
subject only to the final approval of the Allied High Commission, 
its own trade and payments agreements, and for implementing 
those already in force, or about to be concluded, under the old 
JEIA procedure. Trade negotiations were in future to be con¬ 
ducted by the Germans, with Allied representatives as observers 
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rather than as leaders of the delegations. The appropriate German 
foreign trade authorities themselves handled all import and export 
transactions of commercial firms trading with Germany. Such 
licensing and other controls as existed over exports and imports 
were also exercised by them, with the exception of the export of 
certain strategic materials for products which were still subject 
to control by the Allies. Arrangements were made for the foreign 
exchange funds held by JEIA to become available for the use of 
the Federal Government which, subject to Allied control, became 
responsible for their disbursement and for the receipt of further 
accretions. 

4. Relations with Germany from 1949 

In estimates of sterling area goods to be imported by Western 
Germany, annexed to the agreements on trade and payments for 
1949-50 and previous years, no provision had been made for any 
estimate of imports into Western Germany from Australia of any 
commodity other than wool. The only other goods from the Dom¬ 
inions specifically mentioned were South African oranges and 
New Zealand cheese. As a result of this lack of provision in the 
agreements, it had been extremely difficult for Australian ex¬ 
porters to obtain an authorisation for the importation into Western 
Germany of any goods with the exception of wool. New Zealand 
had been having difficulties similar to those of Australia in the 
marketing of her primary products in Western Germany. At that 
time, sterling trade with Western Germany was running at a sub¬ 
stantial deficit and, in theory, Germany was prepared to buy freely 
from the sterling area any of its requirements. The deficit in the 
sterling area’s balances with Western Germany seemed to be attri¬ 
butable largely to very substantial purchases of scrap by the 
United Kingdom. 

Apart from wool, most of the goods which Australia had avail¬ 
able for export to Germany would have been regarded as “less 
essential” goods by the Germans. As a result, German purchases 
of such goods would be made primarily through import authorisa¬ 
tions on countries with which Western Germany had trade agree¬ 
ments specially mentioning such goods. Australia could supply 
only in the event of Western Germany’s import requirements not 
being met by trade under existing bilateral arrangements. From 
the point of view of Australia the position was not very satisfactory. 

At the time of the negotiation of the trade agreement of 18th 
August, 1949, covering the period 1st July, 1949, to 30th June 
1950, a trade deficit of $73 million on the part of Western Ger’ 
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many was estimated for the period 1949-50. At the end of Sep¬ 
tember, 1949, however, the sterling area was in deficit to an amount 
exceeding <£stg7,500,000, the credit margin beyond which the 
United Kingdom might be called on to pay dollars to Western 
Germany. The United Kingdom was obliged to pay Western Ger¬ 
many $7 million at the settlement which took place at the end of 
September, 1949. The sterling area continued to be in deficit until 
the end of 1949, so that any expansion of the existing level of 
sterling area purchases from Germany would have increased the 
sterling area's deficit and led to a renewed dollar drain. 

When it became apparent towards the middle of 1949 that in¬ 
creasing quantities of essential goods were becoming available 
from Western German production, the issue of licences by the 
Commonwealth Government ceased for all goods which, although 
of a utilitarian nature, did not fall within the essential class, and 
strict hard currency treatment was applied to Western German 
goods. The licensing position in regard to Western German goods 
had become increasingly difficult owing to: 

(a) the shortage of steel in Australia resulting from the coal 
strike of 1949; 

(b) the intensification of the sterling area’s dollar problem 
which had necessitated a reduction in the volume of Aus¬ 
tralia’s imports of goods from the dollar area; 

(c) the difficult financial position of the sterling area vis-d-vis 
Japan and the limitations on Australian imports from that 
country; 

(d) the necessity of obtaining highly essential capital plant and 
equipment from Western Germany for developmental pur¬ 
poses; 

(e) the devaluation of the Australian pound in relation to the 
Western German mark; and 

(f) the commencement of a sterling area dollar drain to West¬ 
ern Germany. 

The seriousness of the potential dollar drain to Western Ger¬ 
many was fully appreciated, but in view of the highly essential 
nature of her requirements from Western Germany, it was consid¬ 
ered that it would not be unreasonable for Australia to import 
Western German goods up to the approximate value of her 
exports to Western Germany, which were estimated at £A6*7 
million for the year 1949-50. The import licensing policy being 
followed at the end of 1949, which excluded many essential com- 
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modifies, had been designed to this effect. In the event Australian 
recorded exports to Germany in 1949-50 totalled £A16-6 million 
in value, while imports amounted in value to £A6-6 million. 

At tlie end of October, 1949, the German Federal Republic had 
been admitted to the Organisation for European Economic Co¬ 
operation, and had submitted the following lists of goods to the 
organisation: 

(a) imports to be licensed automatically on application (this list 
was applied to the United Kingdom and colonies as partici¬ 
pants in OEEC); 

(b) items on which they were prepared to negotiate for auto¬ 
matic issue of import licences; 

(c) items for licensing within global quotas. 

Imports under (a) of course did not extend to the rest of the sterl¬ 
ing area. 

By February, 1950, the sterling area was slightly in surplus with 
Western Germany, but there was not sufficient indication of a 
permanent improvement in the position to justify any substantial 
modification of Australia’s licensing policy towards Western Ger¬ 
man goods, although Western Germany had had to make a settle¬ 
ment in January. In March, 1950, the United Kingdom Govern¬ 
ment had offered Western Germany a sterling payments agree¬ 
ment with no dollar points, but it had contained inducements 
such as administrative transferability of sterling and liberalisation 
of trade in favour of Western Germany. The Western German 
Government had replied with a request for a clause providing for 
dollar liquidation of any sterling balances outstanding six months 
after expiry of the agreement, since Western Germany was afraid 

of prejudicing her position in relation to the European Payments 
Union. 7 

On 6th June, 1950, discussions were held in Paris between 
United Kingdom and Western German officials, and it was agreed 
that the dollar convertibility clause in the Payments Agreement 
would be waived. 38 It was now possible for Australia, on financial 
grounds, to treat Western Germany as an easy currency area 
Australian import licensing policy having been based on sterling 
area balance of payments considerations. On 19th June 1950 an 
announcement was made by the Minister for Trade and Customs 
that licences would be issued freely, on evidence of availability 
for the importation of goods of Western German origin and that 
importers who had previously been refused licences for Western 
German goods should now submit applications for the issue of 
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licences. After import licences were issued freely for Western 
German goods Australia’s imports in 1950-51 rose in value to 
£A14-7 million. The increase in imports represented mainly 
goods of a utilitarian and less essential nature rather than essential 
goods in short supply. The additional imports were designed 
largely to displace imports from sterling and easy currency coun¬ 
tries whose goods as regards price, quality and delivery were, 
on the average, inferior to German goods. The classification of 
Western Germany as an easy currency area therefore tended to 
exercise some deflationary influence on Australian price levels. 

In August, 1950, there had been a marked improvement in 
Western Germany’s overall balance of payments. She was in sub¬ 
stantial surplus with non-sterling countries participating in the 
OEEC, and hoped to use this surplus to meet her anticipated 
deficit with the sterling area. Germany’s international reserves 
were small, and she had little more than a working balance of 
dollars. Her sterling balances continued to decline, but the wind¬ 
ing up of the Fusion Agreement gave her more sterling. Not much 
progress was being made towards dollar viability, and her dollar 
deficit continued at the rate of some $300 million per annum. 

A trade agreement between the United Kingdom and Western 
Germany was initialled in London on 16th August, 1950. Under 
the agreement Western Germany reaffirmed her intention to 
extend to the United Kingdom and to dependent overseas terri¬ 
tories the measures of liberalisation which she had decided to 
take in discharge of her obligation as a member of the European 
Payments Union to liberalise 60% of her European trade. Reci¬ 
procal measures to eliminate discrimination against Germany 
would be taken in the United Kingdom and the colonies as from 
the date on which the German measures came into force. German 
delegates also recorded their Government’s willingness to bear 
in mind the interests of Governments of the British Common¬ 
wealth in the sterling area in developing a market for their exports 
in Western Germany and, accordingly, to have most sympathetic 
regard in administering its import licensing policy to the lists 
transmitted by the United Kingdom delegation of goods which 
those countries wished particularly to be able to export to Ger¬ 
many. The trade agreement was signed on 18th September, 1950, 
and took effect as from 27th September. 39 


Shortly after the classification of Western Germany as an easy 
currency area for Australian import licensing purposes, the ques- 
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tion of the treatment extended to Australian products entering 
Western Germany was taken up with the Western German 
authorities. Australia’s licensing restrictions on Western German 
goods had been maintained only for reasons connected with the 
balance of payments of the sterling area with Western Germany, 
and Australia had not been using her licensing policy as a bargain¬ 
ing medium. Negotiations for an informal trade arrangement were 
ultimately concluded on 26th January, 1951, and this arrangement, 
which had been initialled on 22nd March, 1951, was signed at 
Bonn, Western Germany, on 25th June, 1951. 40 

The arrangement covered the period 1st March, 1951, to 29th 
February, 1952. Under its terms the Western German Government 
agreed to a schedule of Australian exports and undertook not to 
impose licensing or other obstacles in the way of the importation 
of goods listed in the schedule provided that, in some cases, the 
imports did not exceed a specified quota. This meant that, subject 
to normal commercial considerations, Australia would be able to 
export to Germany a wide range of commodities which previously 
had been excluded from that market. In addition, increased quotas 
were obtained for many of Australia’s traditional exports to Ger¬ 
many, including wheat, flour, fresh fruits, milk products, hides 
and skins, and ores and concentrates. 

On its part the Commonwealth Government undertook to con¬ 
tinue to grant unrestricted entry of Western German goods so long 
as Germany remained a soft currency area. The two Governments 
agreed to promote commerce as much as possible and to consult 

with each other, before the expiration of the arrangement, on its 
renewal. 

On its expiry the arrangement was extended for a period of two 

months. At that time the Australian import licensing measures of 

8th March, 1952, resulting from the fall in Australia’s overseas 

monetary reserves had not been brought down, and there was no 

firm basis on which further negotiations with Western Germany 

could be carried on. In introducing its import licensing measures 

the Commonwealth Government had not departed from the terms 

of the arrangement, which provided against variation for reasons 

other than those necessary to safeguard its external financial 
position and balance of payments. 

The arrangement was subsequently prolonged until 31st August, 

1952, and lapsed on that date, but trade between the two countries' 

continued to be governed by the principles set out in the arrange¬ 
ment. 

Following discussions in Canberra between Australian officials 
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and a trade delegation from Western Germany, a further informal 
trade arrangement was concluded on 10th October, 1952, 41 cover¬ 
ing the period 1st September, 1952, to 31st August, 1953. This 
arrangement provided for liberalised licensing treatment to be 
accorded by Western Germany to most Australian exports enter¬ 
ing that country. On a restricted range of Australian goods which 
could not be accorded such treatment, but which were of special 
interest to exporters—such as canned fruits, honey and eggs— 
specified quotas were arranged. As regards imports from Western 
Germany, it was agreed that these should continue on the existing 
basis, and in the event of any difficulties arising the two Govern¬ 
ments would have further discussions. Provisions regarding the 
safeguarding of the balance of payments, etc., were also included. 

The arrangement on its expiry was prolonged until 31st Decem¬ 
ber, 1953, or until such time as a further arrangement was negoti¬ 
ated. 

As from 25th May, 1945, the names of all ex-enemy countries, 
including Germany, had been deleted from the list of countries 
goods from which are entitled on importation into Australia to 
admission at intermediate and concessional tariff rates. 

The question of the grant of most-favoured-nation tariff treat¬ 
ment of German goods was first raised at the time of the Second 
Session of the Contracting Parties to the General Agreement on 
Tariffs and Trade, when a multilateral agreement on most¬ 
favoured-nation treatment for areas of Western Germany under 
military control was drawn up at the instance of the United 
States Government, and opened for signature at Geneva on 14th 
September, 1948. 42 This agreement was quite separate from the 
General Agreement, although it was at first proposed by the 
United States Government that its terms should be incorporated 
in the General Agreement. The Commonwealth Government had 
opposed the agreement and refused to subscribe to it, the view 
being held at the time that the question of most-favoured-nation 
treatment of German goods was a matter for consideration at the 
peace negotiations. (Germany’s prospective admission to the Inter¬ 
national Trade Organisation and the General Agreement on Tariffs 
and Trade had not then been raised with the parties to the Gen¬ 
eral Agreement.) The most-favoured-nation agreement was signed 
on behalf of a number of States, including the United States and 

the United Kingdom. 

Western Germany was admitted to the conference of parties 
to the General Agreement on Tariffs and Trade which commenced 
negotiations at Torquay in September, 1950. Australia's tariff 
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negotiations with that country have already been covered in the 
account of the proceedings at Torquay (see pages 224-5 above). 

The Torquay Protocol was signed in respect of the Federal 
Republic of Germany on 1st September, 1951, and the Western 
German Schedule of Concessions operated as from 1st October, 
1951. In the decision by the Contracting Parties agreeing to the 
accession of the Federal Republic to the General Agreement, it 
was declared that, in according the benefits of that agreement to 
goods exported from the Federal Republic, the contracting parties 
would make no distinction as regards goods originating in the west¬ 
ern sectors of Berlin, which politically are not part of the Federal 
Republic. 43 By a proclamation operating from 27th September, 
1951, 44 goods from Western Germany are now admitted into Aus¬ 
tralia at intermediate and concessional tariff rates. The proclama¬ 
tion was of course necessary to give effect to Article 1 of the Gen¬ 
eral Agreement, and goods from the western sectors of Berlin are 
also admitted at those rates. 

Australia's trading relationships with Eastern Germany have 
been on a very small scale compared with those with Western 
Germany, trade averaging under 2% of the value of trade with 
Western Germany over the years subsequent to Germany's sur¬ 
render. Australia has had no formal trading relations with the 
Eastern German Government since its establishment in 1949 in 
the Russian Zone of Germany. 
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CHAPTER XIII 


Post-War Bilateral Trade Arrangements and 
Commodity Agreements Applying to 

Australia 


1. Post-War Trade Arrangements with Overseas Countries 

Since the termination of hostilities in 1945, trade arrangements 
have been entered into between Australia and several other coun¬ 
tries with the object of facilitating the mutual exchange of goods. 
These arrangements were of an informal short-term type, and all 
of them envisaged the provision of facilities for promoting the 
importation into each country of specific goods listed in the 
arrangements. They came about principally because of abnormal 
monetary and trading conditions existing after the end of the war. 

The first of these informal arrangements was one concluded with 
Sweden . In August-September, 1946, Australian-Swedish inter¬ 
governmental discussions took place regarding the basis on which 
trade between the two countries should be re-established. Swedish 
trade generally with Australia was governed by United Kingdom- 
Swedish monetary arrangements which in effect regulated mone¬ 
tary relations between the sterling area and Sweden. In the early 
period of relations after the war, exports from the sterling area 
to Sweden fell far short of exports from Sweden to the sterling 
area, and it was only after the conclusion of an arrangement with 
the United Kingdom whereby Sweden agreed to increase her sterl¬ 
ing balances considerably that the development of trade relations 
between Australia and Sweden towards the pre-war pattern was 
possible, the arrangement with the United Kingdom providing 
that the determination of a limit to Swedish sterling holdings 
should not hinder the conclusion of trade arrangements between 
Sweden and other parts of the sterling area. 

Swedish currency was of course a hard currency from the 
point of view of the sterling area, and goods from Sweden were 
licensed on this basis in Australia. As a result of the abovemen- 
tioned discussions, notes were exchanged on 13th-16th September, 
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1946, covering the trade between the two countries for the twelve 
months ending 30th April, 1947. 1 

The arrangement provided generally that the Swedish and Aus¬ 
tralian Governments should use their best endeavours to establish 
a mutually satisfactory flow of trade on a permanent basis, that 
the Australian Government would administer its import licensing 
system in relation to Swedish goods as liberally as possible, and 
that the Swedish Government would continue to accord fair 
treatment to Australian export interests generally within the 
framework of its temporary import licensing system. Quotas were 
allocated to Australia for timber, wood pulp and paper, and Aus¬ 
tralia agreed to “grant licences as liberally as the underlying bal¬ 
ance of payments position will permit for the import of those 
commodities which constituted part of Sweden's duly established 
trade with Australia, namely, the products of Swedish engineering, 
metal and manufacturing industries, with the object of securing 
the importation of approximately equal proportions on a value 
basis of forest products and the said commodities”. 

A further arrangement concluded in July, 1947, covered the year 
ending 30th April, 1948. At the end of the period covered by the 
arrangement of 1946, it had not been possible for Australia to carry 
out its provisions relating to Swedish engineering, metal and 
manufactured products. However, the Swedish Government had 
been satisfied with the general progress of trade under the arrange¬ 
ment, and agreed to continue supplying forest products to Aus¬ 
tralia on condition that Australian import licensing policy was 
liberalised to permit of a freer flow of imports of Swedish non¬ 
forest products. Some export quota restrictions on forest products 
were removed by Sweden, and a provision was included in the 
arrangement of 1947 to the effect that, in the event that practical 
difficulties prevented the carrying out of any undertakings 
embodied in the arrangement, further discussions would be held 
to overcome difficulties on a mutually satisfactory basis. The Swe¬ 
dish Government undertook to grant export licences for specified 
quantities of forest products, and the Australian Government 
undertook to liberalise its import licensing system in relation to 
Swedish goods to the fullest extent possible, and to facilitate the 
export to Sweden of specified quantities of Australian primary 
products. Swedish currency for the period of the arrangement 
as renewed was still a hard currency so far as the sterling area 
(including Australia) was concerned. 

The arrangement was further continued up to 30th April, 1949, 
by an exchange of notes completed on 22nd July, 1948, 2 in which 
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Sweden and Australia reaffirmed the principles which had gov¬ 
erned trade between the two countries during the preceding 
twelve months, the undertakings with regard to specified com¬ 
modities being modified and extended to fit altered circumstances. 
By this time the Swedish Krona was relatively easy currency 
vis-a-vis sterling, but it was not until December, 1948, that for pur¬ 
poses of Australian import licensing treatment Sweden was re¬ 
garded as an easy currency source of supply. 

The arrangement in substantially the same form, with changes 
as regards individual commodities, was periodically renewed up 
to 31st December, 1952. With the introduction of the Australian 
import licensing measures of 8th March, 1952, associated with the 
grave deterioration in Australia’s overseas balance of payments, 
difficulties in fulfilling Australia’s undertakings towards Sweden 
occurred, but these were overcome, and the arrangement operated 
substantially as was intended at the time of its renewal. 

The general objectives of facilitating the exchange of essential 
goods in short supply and the increase in trade between the two 
countries had been attained under the arrangements since 1946. 
By 1953 the position with regard to many of the products speci¬ 
fied in previous arrangements had eased to such a degree that an 
arrangement was concluded on 25th May, 1953, 3 which eliminated 
specific commitments with regard to individual commodities, but 
provided for the exchange of lists of products and the holding of 
discussions when occasions to do so should arise. The general 
principles covering trade between the two countries are therefore 
more or less permanently established under the arrangement of 
1953, which provides for the facilitation of the general expansion 
of such trade subject to the provisions of multilateral agreements 
relating to trade and commerce to which both countries are a 
party. Sweden is of course a contracting party to the General 
Agreement on Tariffs and Trade. 


An informal trade arrangement between the Australian and 
Argentine Governments, which was concluded at Buenos Aires on 
12th April, 1950, 4 arose out of difficulties experienced by Australian 
exporters in marketing manufactured products in Argentina , and 
particularly in securing Argentine import licences, in the absence 
of a bilateral trade arrangement. The difficulties had arisen largely 
because of the then prevailing currency situation in Argentina. 

The arrangement provided for the exchange of up to 
£stg500,000 worth of goods each way for the period ending 30th 
June, 1951. It envisaged facilitation of the issue of import licences 
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by each Government up to the value of the amounts specified. 
Goods to be exported to Argentina included agricultural and other 
machinery, electrical equipment and appliances, machine tools, 
veterinary and surgical instruments, drugs and chemicals, while 
goods to be imported from Argentina included linseed and other 
oils, quebracho extract, cotton and tobacco. 

However, the difficulties with regard to the issue of licences by 
the Argentine authorities continued, and the arrangement was 
allowed to lapse on its expiry. Argentina is regarded for Australian 
import licensing purposes as a soft currency source of supply. 


An informal trade arrangement somewhat similar to that 
between Australia and Argentina was concluded at Rio de Janeiro 
on 24th October, 1950, 5 between Australia and Brazil. The arrange¬ 
ment was negotiated with a view to overcoming Brazilian licensing 
restrictions on the importation of Australian goods into that coun¬ 
try. Brazilian goods were accorded easy currency treatment for 
Australian import licensing purposes as from 26th July, 1949. 

The arrangement covered the period ending on 31st December, 
1951. Both Governments agreed to permit the importation into 
and the export to each country of goods to the values specified in 
lists attached to the arrangement. Australian exports up to the 
value of <£stgl,500,000 and imports to the value of <£stg3,500,000 
per annum were envisaged. If the arrangement were not de¬ 
nounced three months before its expiry, it was to be considered 
renewed by tacit consent for successive periods of one year. Such 
renewal would entail the preparation of revised lists of goods to 
be attached to the arrangement. 

The arrangement was not denounced in 1951, and was auto¬ 
matically extended to 31st December, 1952. As a result of the un¬ 
certainty towards the end of 1951 and in the early part of 1952 
as to Australia’s position regarding overseas payments, no new 
lists of commodities were negotiated, nor have any lists since been 
exchanged. The arrangement is regarded as being in a state of 
suspense. Technically, in the absence of any denunciation, the 
arrangement has continued to be renewed. 

The original lists attached to the arrangement included pro¬ 
vision for the export from Australia of machines and machinery, 
electrical and chemical goods, tools, etc., and the importation of 
cotton, timber, waxes, oils, coffee, etc. 
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With a view to rehabilitating trade between Australia and 
Indonesia , the Commonwealth Government approached the 
Indonesian Government in 1950 with the object of concluding a 
trade arrangement with that country. An informal trade arrange¬ 
ment covering the year ending 30th September, 1951, was con¬ 
cluded at Djakarta on 7th September, 1950. 6 

The informal arrangement took the form of agreed minutes of 
discussions between delegations from the respective Governments, 
to which were attached schedules of selected commodities. Each 
country undertook to issue export and import licences, where 
applicable, up to estimated values or quantities, for the goods 
specified in the schedules. The arrangement also provided that 
the commerce of either party could compete in trade in any goods 
covered by trade agreements with third countries, this provision 
being of some importance for Australia’s export trade because of 
the Indonesian practice of discriminating in licensing administra¬ 
tion in favour of countries with which Indonesia had concluded 
trade arrangements. 

The arrangement of 1950 was subsequently extended to 30th 
September, 1952, the schedules being revised in the light of experi¬ 
ence of the operation of the original arrangement, and the text 
being amended to provide for consultation and adjustment in the 
event that either party should find itself unable to fulfil its obli¬ 
gations. 

It was found impracticable, when Australian import licensing 
controls were extended on 8th March, 1952, to cover imports from 
all sources, for Australia to carry out her obligations under the 
arrangement. The inability of Australia to implement her obliga¬ 
tions arose from the fact that such implementation would have 
involved a derogation from principles regarding non-discrimina¬ 
tion between countries, principles to which in any case Australia 
was subscribing under the provisions of the General Agreement 
on Tariffs and Trade. Inconclusive consultations took place at 
intervals between Commonwealth and Indonesian authorities, 
but tlie arrangement was not renewed on its expiry on 30th Sep¬ 
tember, 1952. 

In October, 1953, a further trade arrangement was drawn up 
between an Indonesian delegation and representatives of the 
Commonwealth Government, and initialled at Canberra on 28th 
October. 7 The arrangement was confirmed by the two Govern¬ 
ments by an exchange of notes on 14th January, 1954. It was re¬ 
garded as having come into force on 1st November, 1953, and 
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expired on 31st October, 1954. It has since been renewed in sub¬ 
stantially the same form. 

Unlike earlier arrangements with Indonesia, it did not commit 
either Government to the issue of import or export licences for 
agreed quantities of specified goods. Instead, it contained clauses 
under which both Governments undertook to use their best en¬ 
deavours to facilitate the export and import of goods listed in 
annexes to the arrangement, these annexes setting out commercial 
estimates of the likely volume of trade between the two countries 
during the currency of the arrangement. It recognised the non- 
discriminatory nature of the policy followed by the Common¬ 
wealth Government in the administration of import controls, and 
required that there should be no departure from that policy. It 
also provided that its terms should be interpreted in conformity 
with the general import planning of the Indonesian Government. 

The arrangement should ensure that the Indonesian practice 
of discrimination in licensing in favour of countries having trade 
arrangements with Indonesia will not operate to the detriment of 
Australian exports, this being possible in the absence of some 
understanding. From the Indonesian point of view the arrange¬ 
ment amounts to an assurance that the non-discriminatory nature 
of Australia’s import controls will not be changed to the detriment 
of Indonesia’s exports to Australia. 


The informal trade arrangement with India signed at New 
Delhi on 1st October, 1951, arose principally out of the desire of 
the Commonwealth Government to facilitate the export to Aus¬ 
tralia of a number of essential commodities of which India was 
an important supplier to the Australian market, and the supply 
of which had become difficult. The arrangement operated from 
1st July, 1951, and remained in force until 30th June, 1952. 8 

The arrangement was in the form of an agreed minute which 
set out the obligations of each party to place no obstacle in the 
way of the export or import of agreed quantities of specified com¬ 
modities when destined for or originating in the other country. 
Under it India agreed to supply quantities of certain scarce pro¬ 
ducts—jute manufactures, linseed and linseed oil, castor oil, 
groundnut oil, short staple raw cotton, cotton textiles, cotton yam 
and hard cotton waste—to meet Australian requirements, and 
Australia agreed to provide India with wheat, lead, zinc, tallow, 
stearine and casein. 

During the period covered by the arrangement the supply situ- 
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ation eased considerably, and no special arrangements were neces¬ 
sary to secure ample supplies for both parties of commodities in 
respect of which provision had been made. The arrangement of 
1951 was therefore allowed to lapse as from the time of its expiry. 

• ••••• 

An informal trade arrangement between Pakistan and Australia 
entered into force on 5th January, 1952, and operated during the 
period ending on 31st December in that year. 9 The objective of 
the arrangement so far as the Commonwealth Government was 
concerned was the accord of more favourable licensing treatment 
to certain less essential Australian goods entering Pakistan. Raw 
cotton and jute fibre accounted for over 90% of the exports of 
Pakistan to Australia. 

The arrangement, which also had taken the form of an agreed 
minute, had little if any effect on the pattern of trade between 
Pakistan and Australia, and was allowed to lapse on its expiry. 


Informal trade arrangements between Australia and the Federal 
German Republic have been operative from 1st March, 1951. 
These arrangements have already been covered in notes on Aus¬ 
tralia’s post-war trading relations with Germany (see pp. 274-5 
above). 

•••••• 

In addition to the informal trade arrangements discussed above, 
two agreements with Israel and Iceland for the grant of most¬ 
favoured-nation treatment of goods on the basis of reciprocity 
have been concluded by the Commonwealth Government since 
the late war. Both were entered into at the instance of the foreign 
countries concerned. 

Both agreements were in the form of exchanges of notes. The 
exchange with Israel took place on 6th September, 1951, and that 
with Iceland on 13th November, 1952. 10 In both agreements treat¬ 
ment in force exclusively between territories of the British Com¬ 
monwealth listed in Annex A to the General Agreement on Tariffs 
and Trade was excluded from the benefits conferred under the 
agreements. Neither country is a party to the General Agreement. 

2. C ommodity Agreements 

The Commonwealth Government has become a party to several 
international arrangements which had as their objective the stabili¬ 
sation of trade in, or the orderly marketing or maintenance of 
supplies of several primary products in which Australia is vitally 
interested, principally as an exporter. 
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Sugar 

Foi a number of years prior to 1937, efforts had been made by 
sugar-pioducing countries to deal with problems associated with 
excessive stocks of sugar, world over-production, and very low 
prices in world markets, these prices being much Jess than the 
cost of production even in the most efficient producing countries. 

In May, 1931, the International Sugar Agreement known as 
the Chadbourne plan was entered into by representatives of 
Cuba, Java, Peru and five European countries. 11 The objects of 
this agreement were the immediate reduction of world sugar pro¬ 
duction to a point below the then current consumption, and the 
holding of excess stocks by the contracting countries for the pur¬ 
pose of liquidating all such excess stocks within five years, and 
thus restoring remunerative world prices. The effects of the plan 
were nullified by increases of production and exports by some 
countries outside the agreement, which counteracted the effects 
of reduced production and exports by the parties to the agreement. 

In 1933 the World Economic and Monetary Conference of that 
year, held under the auspices of the League of Nations, decided 
that an International Sugar Conference should be called to deal 
with the problem, and the United Kingdom Government was re¬ 
quested to convene such a conference at the earliest practicable 
date. All the principal sugar-producing countries of the world were 
invited, and after a postponement from March, 1936, the confer¬ 
ence ultimately assembled in London in April, 1937. Twenty-one 
countries, including Australia, were represented at the confer¬ 
ence, these countries representing approximately 90% of all pro¬ 
duction and exports of sugar in the world. The results of the con¬ 
ference were reviewed in the House of Representatives on 24th 
August, 1937. 

The conference resulted in the International Sugar Agreement, 
which was signed on 6th May, 1937, and which provided for the 
regulation of the production and marketing of sugar in the world 
during a period of five years from 1st September, 1937. 1 - It aimed 
at the establishment and maintenance of an orderly relationship 
between world supply and demand in respect of sugar with the 
object of securing average prices in the free markets of the world 
which would be equitable both to producers and consumers. (By 
“free markets’’ was meant the purchase of sugar which was not 
assisted by means of import quotas, preferential tariffs, or other 
such means.) One of its objects was to secure an adequate supply 
of sugar at a price not exceeding the cost of production, including 
a reasonable profit for efficient producers. 
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Under the agreement, each exporting country was given a basic 
annual export quota which would be increased in proportion to 
any general expansion in sugar consumption. Limitations on 
stocks and measures to encourage more consumption were envis¬ 
aged, and it was hoped that the International Sugar Council estab¬ 
lished to administer the agreement would be able to hold in 
proper balance supplies and requirements of sugar. The basic 
export quota allotted to Australia was 400,000 long tons, but 
this could be increased if delivery from any British colony was 
short of its allotted quota. Any such deficiency could be allocated 

among other producing British Commonwealth countries, includ¬ 
ing Australia. 

The International Agreement did not affect prices of sugar in 
Australia, which since 1920 have been subject to agreements 
operating between the Commonwealth and Queensland Govern¬ 
ments. 13 These also provide for an embargo on importations of 
sugar into Australia. 

Normally the International Agreement would have expired on 
st August, 1942. It had had the effect of restoring remunerative 
P nces ’ ^ ^ effe ctive life was cut short by the war of 
193 , J 'f 5- I “ 194 '^> four teen of the original twenty-one nations, 
including Australia, subscribed to a protocol continuing the agree¬ 
ment for another two years ending 31st August, 1944, and since 
then nine further protocols have been signed, all except the last 
extending the agreement for periods of one year. The last pro¬ 
tocol, signed on 30th August, 1952, 14 extends the agreement for 
a penod of three years ending on 31st August, 1955. This latter 
period was fixed to avoid procedural difficulties in some countries 
I he protocols continuing the agreement since 1944 have contained 
a provision making inoperative the quotas fixed in the agreement 

The last protocol provided for withdrawal of any party on six 
months notice. y 1 y 


After the agreement came into force in September, 1937, the 
existing United Kingdom tariff preference of £3 15s per ton 
on sugar from the Dominions of 96 degrees polarisation was 
renewed from time to time over the term of the agreement Tffis 
preference is still in operation. men ‘ 1S 

n „ 0, ‘ 4 * De T f mb f’ 1952 = the International Sugar Council re 
quested the United Nations to convene an international con 

A n greeme C nT S Th e e r ' he f COndusion of a father International Sugar 
l<f£t TTp Conference met in London in July and Aueust 

Sit resul,i " g frora ,he >»■thl 
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(1) to assure supplies of sugar to importing countries and 
markets for sugar to exporting countries at equitable and 
stable prices; 

(2) to increase the consumption of sugar throughout the world; 
and 

(3) to maintain the purchasing power in world markets of coun¬ 
tries or areas whose economies are largely dependent upon 
the production or export of sugar by providing adequate 
returns to producers and making it possible to maintain fair 
standards of labour conditions and wages. 

The agreement 15 operates for a period of five years from 1st Janu¬ 
ary, 1954, provision being made for a complete revision of its 
working towards the end of the third year. It has been signed on 
behalf of Australia. 

A Commonwealth Countries Sugar Marketing Agreement be¬ 
tween sugar exporters of the British Commonwealth, and includ¬ 
ing the United Kingdom Ministry of Food, was signed in London 
on 21st December, 1951, the Queensland Sugar Board being a 
party on behalf of Australian interests. The agreement is designed 
to secure among other things the orderly marketing of Common¬ 
wealth sugar up to certain tonnages for each party, a method of 
determining the price for each year being provided in its terms. 
The provisions of the agreement do not in any way conflict with 
the provisions of the International Sugar Agreement. It remains 
in force from 1st January, 1950, until the end of 1959, but after 
1951 could in any year be extended for a further year. Such 
extension to 1960 has already been agreed upon. 

Wheat 

The International Wheat Agreement of 1949 was the culmina¬ 
tion of efforts extending over many years to arrive at an arrange¬ 
ment for the stabilisation of the international trade in wheat. 

The accumulation of stocks in the late twenties, and the fall 
in prices, had led to the possibilities of some kind of international 
arrangement being considered for the purpose of bringing greater 
order and stability into the trade. These possibilities had been 
discussed at a conference held under the auspices of the Inter¬ 
national Institute of Agriculture which met at Rome early in 1931, 
and in May of that year the Canadian Government had called 
a conference of exporting countries at which Australia had been 
represented. At these meetings resolutions approving the prin¬ 
ciples of restriction of production and a sharing of the world 
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market among exporters were passed, but no governmental action 
was taken subsequently. The Commonwealth Government had 
reluctantly supported these resolutions. 

Early in 1933 Canadian interests again proposed a conference, 
and after meetings in London at which the Commonwealth Gov¬ 
ernment was represented, an agreement 18 was drawn up which 
prescribed limitations on exports by the four principal exporting 
countries, i.e., Argentina, Australia, Canada and the United States 
of America, the undertakings implying the introduction of 
measures to limit production. The Danubian exporting countries 
also became parties to the agreement, which was intended to 
operate for two years only. The conference of Commonwealth and 
State Ministers supported the proposals, and on 1st December, 
1933, legislation was introduced into the Commonwealth Par¬ 
liament to give effect to them so far as Australia was concerned. 
The International Wheat Agreement of 1933 was not successful, 
principally because of Argentina’s failure to co-operate, and the 
lack of obligation on the part of importers to reconcile their 
imports with the quotas of exporters. 

The International Wheat Advisory Committee set up in 1933 
continued to function, and intermittent attempts to work out a 
new agreement were made up to 1948. At a conference of the 
four major exporting countries and the United Kingdom held in 
1941-42, an International Wheat Council was established, the 
functions of which included preparatory work for a fully repre¬ 
sentative conference to be convened after the end of thewar. At 
a conference held in London in March, 1947, it became clear that 

Argentina would not become a participant in any future arrange¬ 
ment. 6 


An International Wheat Agreement was signed in Washington, 

D.C., on 6th March, 1948, by thirty-three importing countries and 

by three exporting countries—Canada, the United States of 

America and Australia. The agreement, however, lapsed with the 

failure of the United States Government to ratify it within the 

prescribed time. Legislation to approve the agreement had been 

introduced into the Australian House of Representatives on 22nd 
April, 1948. 17 


A further International Wheat Agreement was signed in Wash¬ 
ington in March and April, 1949, 18 on behalf of forty-one countries, 
several others ultimately adhering. Five of the signatories were 
exporting countries—Australia, Canada, the United States, France 
and Uruguay (Uruguay subsequently withdrew from the agree¬ 
ment). The agreement of 1949 was similar to that drafted in 
1948, its objectives being “to assure supplies of wheat to importing 
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countries and markets for wheat to exporting countries at equit¬ 
able and stable prices”. 

The agreement covered a period of four years from 1st August, 
1949, to 31st July, 1953, and could if this were desired by the parties 
be extended beyond that date. It provided in its terms that the 
exporting countries participating in the agreement must sell 
specified minimum quantities of wheat each year, if required 
by importing countries to do so, at the maximum price quoted in 
the agreement. Importing countries were required to buy speci¬ 
fied quantities at the minimum price quoted for the relevant year, 
if required by the exporter. 

No provision was made in the agreement for restriction of pro¬ 
duction. The quantity of wheat affected was some 450 million 
bushels, of which Australia was bound to supply some 80 million 
bushels if this could possibly be done. If Australia had more than 
80 million bushels to sell, it could sell additional wheat outside 
the agreement to countries not parties to the agreement, or it 
could make increased sales to countries parties to the agreement. 
The Australian quota was later increased, but subsequently re¬ 
duced to 75 million bushels. 

The International Wheat Agreement of 1953 is in form sub¬ 
stantially similar to the agreement of 1949. It operates for a period 
of three years from 1st August, 1953. The determination of the 
maximum and minimum prices has been a major issue, and 
because of the unwillingness of the United Kingdom Government 
to accept the maximum price fixed under the agreement the 
United Kingdom Government is not a party to it. Rights and obli¬ 
gations with respect to guaranteed quantities are enforceable 
under powers given under the agreement to the International 
Wheat Council, but only at maximum and minimum prices. All 
parties are represented on the council. The Commonwealth Gov¬ 
ernment obtained a revised quota of 48 million bushels. This 
reduced quota was sought as a result of the non-participation of 
the United Kingdom Government in the agreement, the United 
Kingdom being Australia’s best customer for wheat. The reduc¬ 
tion permitted sales to the United Kingdom on a normal basis 
outside the quota. 

All State Governments agreed to the principles of a joint Com¬ 
monwealth-State plan for orderly marketing, and the Common¬ 
wealth Government proceeded to ratification of the agreement of 
1953 after the State Governments had passed legislation giving 
effect to the plan. The International Wheat Agreement Bill 1953 
was introduced into the Commonwealth Parliament on 13th Octo- 
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ber, 19o3, was assented to on 26th October, 1953, and the Act is 
now in force. 19 

Wool 

With tlie outbreak of war in 1939 arrangements had been made 
for the purchase by the United Kingdom Government for the 
whole period of the war and one wool year thereafter of the 
exportable wool surpluses of Australia and New Zealand, and a 
year later a similar arrangement was entered into with the Govern¬ 
ment of South Africa. The object of the purchases was to ensure 
to the United Kingdom Government and its allies their essential 
requirements of wool and at the same time regulate supplies which 
could safely be sold to neutral countries. All three of the purchase 
arrangements provided that any net profit arising from sales of 
wool for use outside the United Kingdom was to be shared equally 
between the United Kingdom Government and the Government 
of the British Commonwealth country concerned. 

In 1940 it became necessary to deprive a large part of the con¬ 
tinent of Europe of wool, and when Japan entered the war wool 
markets were still further reduced. Added to the loss of markets 
in enemy and enemy-controlled countries was the restriction of 
consumption of wool for civilian purposes. The result of all this 
curtailment of consumption was that by 1st August, 1945, the 
United Kingdom Government found itself with an accumulated 
stock of unsold wool amounting to some 101i million bales. This 
stock, estimated to be equal to about two years world consumption 
of British Commonwealth wool, was then located not only in 
British Commonwealth countries overseas and in the United 
Kingdom, but a portion of the stock was also in the United States, 
where a large quantity had been stored during the war for strategic 
reasons and so that it would be readily available for delivery"to 
Europe as soon as the war situation permitted. 

The seriousness of the situation developing as a result of the 
gradual accumulation of these very large stocks had become 
apparent some time before the war ended, and early in 1945 the 
Australian, New Zealand and South African Governments had 
been invited to discuss with the United Kingdom Government 
steps which should be taken in the interests of the four countries 
to dispose of the accumulation without detriment to the sale of 
forthcoming clips of the producing countries. The outcome of 
these discussions was the recommendation made by the Wool Con¬ 
ference of April-May, 1945, held in London, that an organisation 
should be set up which would be responsible to all four Govern¬ 
ments for the handling of this situation, which was regarded by 
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the conference as being sufficiently serious to warrant the con¬ 
clusion that orderly disposal of the stocks might take a number of 
years. The organisation known as the “Joint Organisation” came 
into existence as a result of this recommendation. 

The Wool Conference had decided that the only sound method 
of handling the gigantic task of disposing of the stocks was by 
means of a partnership between the countries concerned, under 
which the old wool would be marketed and the marketing of the 
current clip supported throughout the period of disposal of stocks. 
To ensure the stability of wool prices, a general level of reserve 
prices appropriate to types and governed by the general trend of 
prices would be agreed upon annually by the four Governments, 
the wool being bought in if commercial bidding did not result in 
the appropriate level being reached. An organisation under the 
title of “United Kingdom-Dominion Wool Disposals Limited” (the 
Joint Organisation) was formed for the purpose of buying, holding 
and selling wool on behalf of the United Kingdom and the Dom¬ 
inion Governments concerned. 

Under the provisions of the Wool Realisation Act 1945 (Act 
No. 49 of 1945) the Australian subsidiary of the organisation, 
known as the Australian Wool Realisation Commission, was estab¬ 
lished and commenced operations on 15th November, 1945. The 
Bill for the Act was introduced into Parliament on 4th October, 

1945. 

Under the financial plan laid down by the Governments, the 
United Kingdom and the Dominion concerned each took up 50% 
of the original capital represented by the stocks of wool grown 
in that Dominion to be handed over to the Joint Organisation, the 
stocks being taken in by the Joint Organisation at their original 
costs, with certain adjustments. Operating expenses were borne 
equally between the industry and the Joint Organisation, the share 
of the industry being paid by the Dominion Governments pri¬ 
marily from the proceeds of a contributory charge on all sales 
of new clip wool. The share of the Joint Organisation was met 
by deductions from proceeds of sales by the Organisation before 
application to capital repayment. The ultimate balance of profit or 
loss arising from the transactions of the Joint Organisation in the 
wool of any Dominion was shared equally between the United 
Kingdom Government and the Government of that Dominion. 

Bills for the Wool (Contributory Charge) Act 1945 and the 
Wool (Contributory Charge) Assessment Act 1945 were also intro¬ 
duced into the Commonwealth Parliament on 4th October, 1945. 

Stocks of wool grown in the three Dominions in the ownership 
of the United Kingdom Government at 31st July, 1945, were trans- 
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ferred to the joint ownership of the United Kingdom Government 
and the Dominion Government concerned, and all wool subse¬ 
quently acquired under the scheme was also in the joint ownership 
of these Governments. Total stocks transferred to the Joint Organi¬ 
sation at 31st July, 1945, were: 

Bales 

Australian-grown wool 6,796,000 

New Zealand-grown wool 1,777,000 

South African-grown wool 1,834,000 


Total 


10,407,000 


By 30th June, 1951, these stocks had been reduced to 17,856 bales. 

The sale of wool at fixed prices by or on behalf of the Joint 
Organisation ceased after 30th June, 1946. Wool auctions had 
been resumed in 1946-47. 20 

The International Materials Conference 

The establishment of the International Materials Conference in 
February, 1951, arose from a shortage of certain essential raw 
materials which developed after the outbreak of hostilities in 
Korea in 1950. Up to that time, the world had made substantial 
progress towards economic recovery from the effects of the war 
of 1939-45, and most countries had advanced considerably towards 
the establishment of sound post-war economies. After June, 1950, 
there was a sharp increase in the demand for strategic materials. 
There was also an increase in the demand for raw materials on 
the part of consumers generally, as a result of efforts to accumulate 
stocks against possible future shortages, with consequent rises 
in prices of the materials in demand. 

Measures taken by individual Governments had quite appar¬ 
ently been insufficient to meet actual or impending shortages. The 
accentuation of the position towards the end of 1950 following 
the Chinese intervention in Korea led to consultations between 
the Governments of France, the United Kingdom and the United 
States as a result of which it was decided that the principal pro¬ 
ducing and consuming countries should be invited to participate 
in a number of standing international commodity groups. In the 
words of a joint statement by the three Governments, “these cgm- 
modity groups would consider and recommend to Governments 
the specific action which should be taken, in the case of each com¬ 
modity, in order to expand production, increase availabilities 
conserve supplies^ and assure the most effective distribution and 
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utilisation of supplies among consuming countries”. The body 
established in Washington, D.C. as a result of the invitations was 
known as the International Materials Conference. 

Twenty-eight nations, including Australia, and two international 
organisations (the Organisation of American States and the 
Organisation for European Economic Co-operation) participated 
in the conference, which consisted of a Central Group and seven 
Commodity Committees. They represented between 80% and 90% 
of production and consumption by countries outside the Soviet 
group of countries of the commodities selected for review. Needs 
of non-member countries were taken into consideration, and rep¬ 
resentatives of such countries were given opportunities to approach 
the committees regarding their countries’ resources and require¬ 
ments. 

The materials under study by the International Materials Con¬ 
ference were copper, zinc, lead, manganese, nickel, cobalt, tung¬ 
sten, molybdenum, cotton, cotton linters, cotton pulp, sulphur, 
pulp, paper and wool. These were all considered essential to the 
defence efforts or important to the economic stability of the 
countries outside the Soviet group. 

The Central Group, in addition to providing a secretariat, was 
responsible for determining whether new committees should be 
formed, and for assisting the committees in the co-ordination of 
action in matters of common interest. 

The seven Commodity Committees were autonomous bodies, 
functioning independently of the Central Group and each other. 

In accordance with the intentions of the inviting Governments, 
they were responsible for the development of recommendations 
to increase production, conserve supplies, and assure the most 
effective distribution among consuming countries of the materials 
with which the conference was concerned. The function of the 
committees was to make recommendations to member Govern¬ 
ments and to other Governments participating in the work of the 
conference. Acceptance or rejection of the recommendations was 
a matter for the Governments concerned. 

In the course of its examination of the position of the com¬ 
modities with which it became especially concerned, the Inter¬ 
national Materials Conference found that the supply of and de¬ 
mand for copper, zinc, nickel, cobalt, sulphur, tungsten and 
molybdenum were such as to necessitate international allocation 
of those commodities, and quarterly allocations were made so long 
as the position as regards supply remained acute. 

Australia was particularly interested in the supply of sulphur. 
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copper, molybdenum, nickel, cobalt, pulp and paper and cotton 
and cotton linters. Newsprint was subject to some emergency 
allocations in 1951-52, but no allocations were found necessary 
in respect of pulp, cotton and cotton linters. As regards the 
marketing of zinc, tungsten, lead, manganese and wool, in which 
Australia had an interest, no allocations were made in respect of 
the three latter commodities. 

Three committees-the Cotton-Cotton Linters, Pulp-Paper and 
Wool Committees—concluded their work during the second year’s 
operations of the conference, the supply position of the materials 
with which they were concerned having shown sustained improve¬ 
ment. During 1952-53 the demand and supply position of the com¬ 
modities covered by the other four committees—the Copper-Zinc- 
Lead, Manganese-Nickel-Cobalt, Sulphur and Tungsten-Molybde¬ 
num Committees—improved in varying degrees, and all allocations 
ceased with the termination of the Manganese-Nickel-Cobalt 
Committee as from 30th September, 1953, this committee having 
in the last stages of its work been concerned only with nickel. 

Australia was a member of the Central Group from the time of 
its inception, and was represented on the Copper-Zinc-Lead, 
1 ulp-I aper, Sulphur and d ungsten-Molybdenum Committees 
throughout their operation. There is no doubt that the develop¬ 
ment of the allocation schemes had a stabilising effect on the 
markets for the commodities to which those schemes applied, 
and helped to avoid the continuance or repetition of the scramble 
for raw materials which had brought the International Materials 
Conference into being. 

With the liquidation of the Central Group in December, 1953, 
the International Materials Conference ceased to exist. 21 

Commodity Agreements with the United Kingdom 

In addition to the commodity arrangements in which Australia 
participated and which have already been discussed, the Com¬ 
monwealth Government became a party to a number of inter¬ 
governmental commodity contracts with the United Kingdom 
Government. Most of these contracts resulted from war-time con¬ 
ditions, but bulk contracts covering the sale of some Australian 
commodities had been planned before the outbreak of war in 
1939. After the war it was found necessary to maintain the system 
of contracts for the disposal of food products in the United King¬ 
dom, there being no effective alternative marketing method open 
to exporting interests so long as their products were exclusively 

imported by the British Ministry of Food. Since 1950 a number of 
u 
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foodstuffs have been released from control in the United Kingdom, 
and marketing has become subject to ordinary trading principles. 

A 1 eat. The Australia-United Kingdom Meat Agreement signed 
in London on 11th October, 1951, covers a period of fifteen years 
from 1st July, 1952, to 30th June, 1967, for lamb, mutton and their 
offals, and from 1st October, 1952, to 30th September, 1967, in 
the case of beef, veal and their offals. After the termination on 
30th September, 1950, of the long-term contract which had oper¬ 
ated since 1st October, 1944, annual arrangements had been 
entered into for the sale of Australia’s exportable surplus of meat 
to the United Kingdom up to 30th June, 1952. 

The agreement of 1951 contains provision for guarantees of 
minimum prices for Australian meat sold in the United Kingdom, 
without any limitations as to quantity. Prices are to be reviewed 
annually, and conditions under which buying and selling are to 
be conducted are to be the subject of detailed agreements from 
time to time. The operation of the agreement is to be reviewed 
in 1955, and thereafter annually. The Australian Government has 
agreed to promote developmental programmes for the purpose of 
increasing meat exports to the United Kingdom, and the United 
Kingdom Government has agreed to take all practicable steps to 
facilitate the supply of the necessary materials and equipment for 
this purpose. 

Negotiated amounts of meat from Australia can be exported 
to other markets. Pigmeats are not covered by the agreement, but 
the United Kingdom Government agreed to extend to 30th Sep¬ 
tember, 1954, an arrangement to buy certain classes of pigmeats 
at prices negotiated annually. 22 

Tallow. For some years annual contracts for the purchase of 
Australia’s exportable surplus of tallow were entered into with the 
United Kingdom Government, but the last contract expired in 
September, 1952. The contracts permitted the export of certain 
grades of tallow to other countries. 23 

Dairy Produce. Australian butter and cheese were the subject 
of annual contracts with the United Kingdom Government from 
1939-40 until 1943-44. The purchase of butter and cheese in 1944- 
45 and subsequent years was covered by a long-term purchase 
agreement, entered into early in 1945 between the two Govern¬ 
ments, involving the sale to the United Kingdom Government of 
Australia’s surplus butter and cheese from 1944-45 to 1947-48, 
the agreement being later extended to cover the period to 30th 
June, 1955. Quantities which the Commonwealth Government 
wishes to reserve for other markets are negotiated annually. 24 
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Commodity Agreements 

Eggs. The last Egg Contract covered the period 1st June, 1953, 
to 31st May, 1954, and succeeded a five-year contract which ex¬ 
pired on 30th June, 1953. It was a transitional arrangement to 
cover the period between termination of the former contract and 
reversion to imports by United Kingdom egg importers following 
discontinuance of bulk purchasing. 

Fruits. Long-term agreements between the United Kingdom and 
Australian Governments for the purchase of exportable surpluses 
of the Australian dried vine fruit crops operated from 1946. The 
last contract covered the years 1949 to 1953, and provided for 
the purchase of maximum quantities of these crops available 
from Australia, allowing for exports to other markets, Canada 
being the principal one. For the 1954 crop the United Kingdom 
Government agreed to support, at negotiated levels, the price of 
Australian dried vine fruits sold in tire United Kingdom up to 
31st May, 1955. 1 

Marketing of Australian canned fruits in the United Kingdom 
has been subject to contracts since 1941. Since 1946, when com¬ 
mercial shipments were resumed, exports to the United Kingdom 
have been virtually on a merclrant-to-Government basis. 

Sugar. Australia is a party to tire Commonwealth Countries 

Sugar Marketing Agreement, signed in December, 1951.- 5 The 

agreement operates until 31st December, 1960, and is subject to 

consideration annually as to whether tire agreement can be 

extended for an additional year. Up to tire 1952 crop, Australia’s 

total exportable surplus was covered by Ure contract. The United 

Kingdom Government undertook to purchase, after 1952, 314,000 

tons annually at a negotiated price, and also 286,000 tons annually 
at the free market price. 

Copra. The contract with the United Kingdom Government on 
copra covers the period 1st March, 1949, to 31st December, 1957. 
The quantity involved is the total production of Papua-New 
Guinea, less Australian requirements for processing for home 
consumption and any third party sales mutually agreed upon 
between the contracting Governments. Prices are to be negotiated. 

Sheepskins. War-time contracts entered into in April, 1940, with 
the United Kingdom Government for the acquisition of the export¬ 
able surplus of Australian woolled sheepskins expired on 30th 

June, 1946, and since then sheepskins have been marketed prin- 
cipally at open auctions. r 
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LISTS OF FORMAL AGREEMENTS AFFECTING AUSTRALIA’S 

TRADE RELATIONS SINCE FEDERATION 

LIST A—Agreements with individual overseas countries affecting Australia’s 
trade relations, including treaties of peace. 

LIST B—General or multilateral agreements affecting Australia’s trade 
relations. 

* in the last column of each list indicates that the agreement listed is still 
operative so far as Australia’s trading relations are concerned. 

MFN in the last column of List A indicates that the agreement is one between 
the United Kingdom and the country concerned under which products and 
manufactures of British Commonwealth countries may onjoy most-favoured¬ 
nation treatment on the basis of reciprocity. Australia is not a party to these 
agreements. 

NOTE REGARDING ABBREVIATIONS USED IN COLUMN 4 

OF LIST A AND COLUMN 3 OF LIST B 

Australian Treaty Series (publication of the Department of 
External Affairs, Canberra). 

United Kingdom Treaty Series (British Parliamentary 
Paper). 

League of Nations Treaty Series. 

United Nations Treaty Series. 

. . Hertslet’s Commercial Treaties (His Majesty’s Stationery 
Office publication). 

Commonwealth Act. 

. . Command Paper (British Parliamentary Paper). 

Published by the Contracting Parties to the General Agree¬ 
ment on Tariffs and Trade ( Basic Instruments and Selected 
Documents , Vol I). 

.. Handbook of Commercial Treaties , 1931 (His Majesty’s 
Stationery Office publication). 


A.T.S. . . 

U.K.T.S. 

L.N.T.S. 

U.N.T.S. 

Hertslet 

C.A. 

Cmd. . . 
GATT . . 

H.B., 1931 



LIST A 

Of Agreements With Individual Overseas Countries Affecting Australia’s Trade Relations 

Including Treaties Of Peace 
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Under names of countries, parties to treaties, agreements, negotiations, 
etc., between countries are indicated, except in the case of treaties, etc., with 
Australia. 

The abbreviation GATT is used for the General Agreement on Tariffs 
and Trade. 


AFRICA: 

Berlin and Brussels Acts 
ALBANIA: 


regarding, 25-6 


Anglo-Albanian Treaty, 1925, 27 
Position after 1945, 244 
ARGENTINA: 

Anglo-Argentine Agreement, 1933, 61 
Anglo-Argentine Treaty, 1825, 25 
Trade Arrangement, 1950, 274 
ATLANTIC CHARTER, 1941, 12, 140 
AUSTRALIAN COLONIES: 

Australian Colonies Customs Duties Act 1873, 
Australian Colonies Duties Act 1895, 2 
Australian Colonies Government Act 1850, 1 
AUSTRALIAN STATES: 

Consultation regarding treaties, 22 
AUSTRIA (also Hungary until 1919): 
Anglo-Austrian Treaty, 1876, 23 
Anglo-Austrian Treaty, 1924, 28 
Anglo-German Treaty, 1938, affecting, 28 
Negotiations at Torquay, 1950-51, 224 
War, termination of, 1948, 244 


1-2 


BANK FOR RECONSTRUCTION AND DEVELOPMENT 142-3 
BELGIUM: 

Anglo-Belgian Treaty, 1898, Australian withdrawal from, 22 
Anglo-Belgian Treaty, 1862, termination of, 2, 36 
Glass, Belgian sheet, 6-7, 75-8, 89, 212, 239 
Negotiations at Geneva, 1947, 211-12 
Negotiations of 1935, 81-3 
Position under the German occupation, 90-1 
Relations with, 1929-33, 74-5 
Trade Agreement, 1936, 7, 89-91, 212, 238-9 
Trade Agreements of 1933, 1934 and 1935, 6-7, 75-8 
BENELUX CUSTOMS UNION: 

Negotiations at Geneva, 1947, 211-12 
BERLIN, GENERAL ACT OF, 1885, 25-6 

BERLIN, WESTERN SECTORS OF, AND GATT 269 
BOLIVIA: ’ y 

Anglo-Bolivian Treaty, 1911, 27 



302 


Index 


BRAZIL: 

Negotiations at Geneva, 1947, 212-13 
Negotiations at Torquay, 1950-51, 225-6 
Trade Agreement, 1939, 99-101 
Trade Arrangement, 1950, 274 
BRETTON WOODS CONFERENCE, 142-3 

BRUSSELS, GENERAL ACT AND DECLARATION OF, 1890, 25-6 
BULGARIA: 

Anglo-Bulgarian Agreement, 1925, 28 
Anglo-Bulgarian Treaty, 1897, 25 
Peace Treaty of 1947, 241-3 
BURMA: 

Negotiations at Geneva, 1947, 215 
CANADA: 

And Imperial Preferences, 36 

Halibut Fisheries Treaty with United States, 1923, 32 
Mutual Aid Agreement with, 1944, 50 
Negotiations with Australia, 1905-06, 38, 45 
Newfoundland, incorporation in, 50-1, 102, 210-11 
Preference to, 1925, 46 
Preference to, 1931, 47 
Preferences, negotiation of, 204-6 
Tariff Concessions in GATT negotiations, 203-6 
Trade Agreement, 1931, 5, 47-50 

Effect of Canadian Agreement with United States, 49 
Effect of GATT on, 238 
Effects of Ottowa Agreement on, 48-9 
Preferential arrangements, Acts relating to, 51 
Revisions in 1937, 49 
War-time variations of, 50 
Trade Arrangement, 1925, 5, 46-7 
Resolution to give effect to, 46 
CEYLON: 

And Article 15 of the Ottawa Agreement, 209 
Negotiations at Annecy, 1949, 220 
Negotiations at Geneva, 1947, 209 
“CHADBOURNE” PLAN (Sugar), 278 
CHARTER, ATLANTIC, 12, 140 

CHARTER (DRAFT) FOR AN INTERNATIONAL TRADE ORGANISA¬ 
TION, Havana, 1947-48, 12, 149-60 
(See also TRADE AND EMPLOYMENT, UNITED NATIONS CON¬ 
FERENCE ON) 

Ch. I—Purpose and Objectives (Art. 1), 149-50 
Ch. II—Employment and Economic Activity (Arts. 2-7), 150 
Ch. Ill—Economic Development and Reconstruction (Arts. 8-15), 150-2 
Ch. IV—Commercial Policy (Arts. 16-45), 152-5 
Ch. V—Restrictive Business Practices (Arts. 46-54), 156-7 
Ch. VI—Inter-governmental Commodity Agreements (Arts. 55-70), 157-8 
Proposal to put into immediate effect rejected, 161-2 
Ch. VII—The International Trade Organisation (Arts. 71-91), 159 
Ch. VIII—Settlement of Differences (Arts. 92-97), 159 
Ch. IX—General Provisions (Arts. 98-106), 159-60 
Article 17 of, and GATT, 169-70, 199 
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Australia, approval of acceptance by, 161 
Australia and— 

Chapter II, 150 
Chapter III, 150-1 

Submitted to United States Congress, 161 

Decision not to reintroduce into Congress, 163-4 
United Kingdom and the, 164 
United States and the, 162-3 
CHILE: 

Complaint regarding Australian fertiliser subsidy, 190, 215 
Negotiations at Geneva, 1947, 215 
CHINA: 

And GATT, 217 
Notes of 1928, 26-7 
COLOMBIA: 

Anglo-Colombian Treaty, 1866, 23 
Negotiations at Annecy, 1949, 218 
COLONIAL CONFERENCE, 1894, 2 
COLONIAL CONFERENCE, 1897, 2, 34 
COLONIAL CONFERENCE, 1902, 21 
Resolution on British treaties, 21 
COLONIAL CONFERENCE, 1907: 

Resolution on intra-Empire agreements, 3, 38 

COLONIES, BRITISH: 

Accession to British treaties, 19-20 
Consultation regarding treaties, rights to, 2, 19 
Exception from operation of British treaties, 19 
Preferential systems, efforts to establish, 1-2, 36 
Withdrawal from British treaties, 2, 20 
COMMERCIAL AGREEMENTS, BRITISH: 

Post-federation, 4, 26-31 

Australia’s attitude towards, 26 
Provision for accession by Dominions, 26 
Pre-federation, 2-4, 19-26 
Application in Australia, 2 
Withdrawal of Australia from, 22-3 
COMMODITY AGREEMENTS, 16, 161-2, 277-89 
CONSTITUTION OF AUSTRALIA: 

Sections 51 and 52, 20 
Section 55, 48 
Sections 61 and 62, 34 
COSTA RICA: 

CuAnglo-Costa Rican Treaty, 1849, 23 


Negotiations at Geneva, 1947, 215-16 

DEPRECIATION IN AUSTRALIA, effects of, 40-1, 44, 69 
CUSTOMS ACT 1947, 221-3 

< IMP °RT LICENSING) REGULATIONS 1939, 231-4 
CUSTOMS TARIFF 1902, 2-3 

CUSTOMS TARIFF 1926, 37 

CUSTOMS TARIFF (BRITISH PREFERENCE) BILL 1906- 
Reservation of, 38 

TARIFF 1908 (British Preference introduced), 3, 38-9 
TOMS TARIFF (CANADIAN PREFERENCE) ACTS (list of), 51 
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CUSTOMS TARIFF (EXCHANGE ADJUSTMENT) ACT 1 Q 33 71 

CUSTOMS TARIFF ( , E T MnVic NGE AD J USTMEN T) PROPOSAL 1933, 58 
CUSTOMS TARIFF (INDUSTRIES PRESERVATION) ACT 1921-1936, 

loo 

Amendment of, 1933, 72 

CUSTOMS ^TARIFF (NEW ZEALAND PREFERENCE) ACTS (list of), 


CUSTOMS TARIFF 1933 (Ottawa Preferences), 59 
CU RlpeM S oT A l R 92T 37 ° UTH AFRICAN PREFERENCE) ACT, 1906, 3, 37 

CUSTOMS TARIFFS: 

Restrictive effects in 1929-31, 69 74 

CZECHOSLOVAKIA: 


Anglo-Czechoslovakian Treaty, 1923, 27, 87 
Negotiations at Geneva, 1947, 213-14 
Negotiations of 1935, 81-3 
Position under the German occupation, 86-8 
Treaty of Commerce, 1936, 7, 34, 85-9, 213-14, 238-9 
Supplementary Agreement, 1938, 86 
Supplementary Agreements, 1947 and 1948, 88 - 9 , 214 


DENMARK: 

Anglo-Danish Treaties, 1661 and 1670, 23 
Negotiations at Annecy, 1949, 218-19 
Negotiations at Torquay, 1950-51, 225 
DOMINIONS, BRITISH: 

Right to withdraw from British treaties, 21-2 


EGYPT: 

Anglo-Egyptian Treaty, 1889, 22 
Modus Vivendi of 1930, 27 

Notes of 1952 continuing, 27 

ENEMY COUNTRIES—See under TRADING WITH THE ENEMY ACT. 
ESTONIA: 

Anglo-Estonian Treaty, 1926, 29 
ETHIOPIA: 

Anglo-Ethiopian Treaty, 1897, 25 

Supplementary Agreement, 1909, 25 
EUROPEAN COUNTRIES: 

Negotiations with in 1935, 7, 81-3 
EXCHANGE, PROTECTIVE EFFECTS OF 69-70 
EXCHANGE ADJUSTMENT: 

Act of 1933, 71-2 

Non-contractual margins of preference and, 228 
Repeal Act of 1948, 223 


FINANCIAL AGREEMENT, 1945 (United Kingdom and United States), 

144 

FINLAND: 

Anglo-Finnish Treaty, 1923, 27 
Negotiations at Annecy, 1949, 218-19 
Peace Treaty of 1947, 241-3 
FOOD AND AGRICULTURE ORGANISATION, 141 
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FRANCE: 

Anglo-French Treaty, 1826, 23 
Anglo-French Treaty, 1882, 25 
Negotiations at Geneva, 1947, 214-15 
Negotiations of 1935, 81-3 

Position during the war and German occupation, 94-5 
Saar, assimilation with, 95, 259-60 
Trade Agreement, 1936, 7, 91-5, 214-15, 238 
Trading position to 1936, 91 
Wine names, French, 92 


GENERAL AGREEMENT ON TARIFFS AND TRADE—See under 

TARIFFS AND TRADE. 

GERMANY: 


(See also GERMANY, EASTERN and WESTERN) 
Anglo-German Treaty, 1865, termination of, 2, 37 
Anglo-German Treaty, 1924, 28, 30-1, 128 
Anglo-German Treaty of 1938 concerning Austria, 28 
Approaches to Australia in 1927-28, 128 
Exchange control in, to 1939, 129-31 
Most-favoured-nation treatment— 

Exclusion of Australia from, 30-1 
Grant on a reciprocal basis, 1932, 31, 128, 130 
Negotiations of 1935, 7, 81 
Peace Treaty with, 1919, 30, 127, 242-3 
Resumption of private trading with, 1947, 256 
Saar, economic fusion with France, 95, 259-60 
Self-sufficiency drive in, to 1939, 129-32 
Trading position, post-1919 period, 126-7 
Trading relations with Australia, 1934-39, 10, 129-33 
War with, termination of, 1951, 244 
GERMANY, EASTERN: 

Trading relations with, 269 
GERMANY, WESTERN: 

Admission to GATT, 1951, 268 
Allied High Commission for, 262 
Basic Law, 261 


Deutsche Mark, introduction of, 260 

Fusion Agreement of 1946, 255 

Fusion Agreement of 1947, 258-60 

Fusion of French with other Zones, 260-1 

Import licensing of German goods, 256-60, 262, 264-6 

Joint Export-Import Agency, 255-8, 260-3 

Most-favoured-nation treatment for— 

Grant by Australia in 1951, 269 
Multilateral Agreement, 1948, 268 
Negotiations at Torquay, 1950-51, 224-5 
Payments Agreements from 1949, 261 

Trade Agreements with the United Kingdom, from 1949, 262-3 266 
Trade discussions with the United Kingdom, 1950, 265 
Trading with the Enemy Act and, 256, 261 

Trading relations with Australia after 1946, 15, 256-7, 259-69 
lrade Arrangement of 1951, 266-7 
Trade Arrangement of 1952, 268 
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GLASS, BELGIAN, 6-7, 75-8, 89, 212, 239 
GREECE: 

Agreement of 1940, 104 
Anglo-Greek Treaty, 1886, 22, 102 
Anglo-Greek Treaty, 1926, 27, 102 
Negotiations at Annecy, 1949, 218-19 
Trading relations to 1940, 102-4 
GUATEMALA: 

Anglo-Guatemalan Treaty, 1928, 29 

HALIBUT FISHERIES TREATY, 1923, 32 
HAVANA CHARTER—See under CHARTER. 

HAVANA CONFERENCE, 1947-See under TRADE AND EMPLOY¬ 
MENT. 

HONDURAS: 

Anglo-IIonduranean Treaty, 1887, 22 
HOT SPRINGS CONFERENCE, 1943, 141 
HUNGARY: 

Anglo-Hungarian Treaty, 1926, 27 

Peace Treaty of 1947, 241-3 

Treaty with Austria-Hungary, 1876, 23 

ICELAND: 

Trade Agreement, 1952, 277 
IMPERIAL CONFERENCE, 1911: 

Resolution on withdrawal of Dominions from British Treaties 22 
IMPERIAL CONFERENCE, 1923: 

Resolutions regarding treaty procedures, 32-3 
IMPERIAL CONFERENCE, 1930: 

On protection of local industries and on inter-Empire trade, 47 
Resolutions resulting in the Ottawa Conference, 1932, 53 
IMPERIAL CONFERENCES, 1926 and 1930: 

Resolutions and proceedings affecting treaties, 33-4 
IMPERIAL PREFERENCE—See under PREFERENCE 
IMPERIAL WAR CONFERENCES, 1917 and 1918, 32 
IMPORT DUTIES ACT 1932 (United Kingdom), 6, 53 
IMPORT LICENSING REGULATIONS (Australian), 231-4 
And GATT, 233-4 

And German goods, 256-60, 262, 264-6 
And Japanese goods, 247, 249-50, 252 
INDIA: 

Negotiations at Geneva, 1947, 209-10 
Trade Arrangement, 1951, 276-7 
INDONESIA: 

Negotiations at Geneva, 1947, 212 
Trade Arrangements, 1950 and 1953, 275-6 
INDUSTRIES PRESERVATION—See under CUSTOMS TARIFF. 

INTERIM COMMISSION FOR THE INTERNATIONAL TRADE 

ORGANISATION: 

Establishment of, 160-1, 195 
Executive Committee of, 160-1, 195 
INTERMEDIATE TARIFF, AUSTRALIAN: 

Application to Canada, 1925, 45-6 
Application to Czechoslovakia, 87-8 
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Deletion of, 1932, 6, 79 
Deletion of names of enemy countries, 241 
Introduction in 1920, 4-5, 45, 78-9 
Operation of, 7-8, 80 
Provision for proclamation of, 78-9 
Re-introduction in 1935, 6, 24, 79-80, 82 
Restoration of names of ex-enemy countries, 243-4 
INTERNATIONAL TRADE ORGANISATION -See under CHARTER. 
INTERNATIONAL TRADE ORGANISATION ACT 1948, 161 
IRELAND: 

Trading relations with, 138-9 
ISRAEL: 

Trade Agreement, 1951, 277 
ITALY: 

Anglo-Italian Treaty, 1883, 23-5, 133 
Non-revival of, 25, 243-4 
Suspension of operation, 24 

And the Customs Tariff (Industries Preservation) Act 1921, 23-4 

Application of the Intermediate Tariff to, 137, 243 

Negotiations at Annecy, 1949, 218-19 

Negotiations of 1935, 7, 81, 135 

Peace Treaty of 1947, 24-5, 241-2 

Sanctions Act 1935, 136 

Self-sufficiency drive of the thirties, 133-4 

Trading relations up to 1940, 133-7 

JAPAN: 

Anglo-Japanese Treaty, 1894, 22, 117 
Anglo-Japanese Treaty, 1911, 26-7, 117-18 
Supplementary Convention, 1925, 117-18 
Australian Arrangement of 1948, 247 
Exchange rate established, 1949, 250 
Import licensing of Japanese goods, 247, 249-50, 252 
Non-application of GATT to, 195 
Participation in GATT of, 252-5 
Payments Agreements— 

Interim Agreement of 1947, 246-7 
Overall Agreement of 1948, 247-8 
Sterling Agreement of 1951 and 1954, 251 
Peace Treaty with, 1951, 244-5 
Piece goods from, 118-21 

Pre-war negotiations for agreement with, 118, 124 
Trade Arrangements of 1936 and 1938 with, 122-5 
Trade diversion policy against, 9, 121-2 
Retaliation by Japan, 121-2 
Trade Arrangement (Sterling), 1948, 248-9 
Renewal of until 1950-51, 249-51 
Trade after expiry of, 251-2 
Trading with— 

Conditions to 1941, 9-10, 117-26 
Resumption of, 1947, 15-16, 245-6 
Trading with the Enemy Act- 
Licences under, 245-6, 251 

JOINT EXPORT-IMPORT AGENCY (Western Germany), 255-8, 260-3 
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LATVIA: 

Anglo-Latvian Treaty, 1923, 29 
LEBANON AND GATT, 217 
LIBERIA: 

Anglo-Liberian Agreement, 1908, 22 
LITHUANIA: 

Anglo-Lithuanian Treaty, 1922, 29 
LUXEMBOURG—See under BELGIUM and BENELUX. 

MATERIALS CONFERENCE, INTERNATIONAL 285-7 
MEAT: 

Marketing of Australian, 61, 67, 288 
MEXICO: 

Anglo-Mexican Treaty, 1888, 23 

MINISTER IN CHARGE OF TRADE TREATY NEGOTIATIONS appoint 

ment of, 81 

MONETARY FUND, INTERNATIONAL, 142-3 
And GATT, 178-81 
MOROCCO: 

Anglo-Moroccan Convention, 1856, 25 
MOST-FAVOURED-NATION TREATMENT: 

Application in pre-federation treaties, 2 
Application to Australian territories, 29 

Application to Dominions in United Kingdom treaties, 4, 26-31 
Application under GATT, 166, 240 

Assurances under most-favoured-nation clauses, 29, 31 
Under Agreements with— 

Germany, 31 
Italy, 24 
Sweden, 23 
MUSCAT: 

Anglo-Muscat Treaty, 1891, 23 
MUTUAL AID: 

Agreement between Australia and Canada, 1944, 50 
Agreement of 1942 between United States and United Kingdom, 12, 140-1 
Implementation of Article VII of, 144-6 

Exchange of Notes of 1942 between Australia and United States, 141 

NAVIGATION BILLS, 3 

NETHERLANDS—See under BENELUX. 

NETHERLANDS EAST INDIES-See under INDONESIA. 

NEW ZEALAND: 

Negotiations with Australia, 1906, 3, 38 
Preferences— 

Negotiation of preferences, 204-5 
Preference to New Zealand, 40-2 
Withdrawal of preference from Australia, 1921, 39 
Tariff concessions in GATT negotiations, 204-5 
Trade Agreement of 1922, 5, 39-40 

Supplementary Agreements of 1926 and 1928, 40 
Trade Agreements of 1933, 5, 41-4 
Amendment of 1952, 43-4 
Amendments from 1934 to 1937, 42-3 
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Effects of currency depreciation on, 40-1, 44-5 
Effects of GATT on, 238 
Effects of valuation changes of 1947 on, 43-4 
Preferential arrangements under. Acts relating to, 45 

NEWFOUNDLAND: 

Incorporation in Canada, 1949, 50-1, 102, 210-11 
Negotiations at Geneva, 1947, 210 
Negotiations of 1932, 101 
Trade Agreement of 1939, 101-2 
NORWAY: 

Anglo-Norwegian Treaty, 1826, 23 
Negotiations at Geneva, 1947, 216 
Negotiations of 1937-40, 137-8 

OTTAWA AGREEMENT OF 1932 (Australia and the United Kingdom), 

6, 53-65 

Article 8 and Schedule F, 57-8, 65-6, 235-6 

Articles 9-13, 58-62, 64 

Article 15, 59, 66, 237-8 

Ceylon and, 209 

Effects of GATT on, 234-7 

Exchange Adjustment Act 1933 and the, 72 

Marketing of Australian products under the, 55-6, 61-4 

Memorandum of Conclusions, 1938, 63-5 

Negotiations of 1935, 60-1 

Negotiations of 1938, 63 

Obligations under the Agreement, 55-9 

Preference- 

Negotiation under GATT, 208 
Non-contractual margins of, 227-9 
Relinquishment of, 69 
Preference formula, 57-8, 65-6, 70-1, 235-6 
Adjustments of 1947, 223 
Primage, undertakings regarding, 59, 72-3 
Results of, 66-9 

Tariff, new, resulting from the, 59, 65 
Tariff Board and the, 60, 65, 67-9 

United Kingdom goods, treatment of—See under Articles 9-13. 

United States-United Kingdom Trade Agreement, 1938, effects on, 
113, 115 

OTTAWA AGREEMENT OF 1932 (Canada and the United Kingdom), 1, 5 
OTTAWA AGREEMENT OF 1932 (New Zealand and the United King¬ 
dom), 5, 60 

OTTAWA CONFERENCE OF 1932: 

Events leading up to, 53-4 

Resolution of the Imperial Conference, 1930, 53 
Resolutions and proceedings of the, 54, 56-7 

PAKISTAN: 

Negotiations at Geneva, 1947, 209 
Trade Arrangement, 1952, 277 
PANAMA: 

Anglo-Panamanian Treaty, 1928, 29 
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PARAGUAY: 

Anglo-Paraguayan Treaty, 1884, 22 
PATERSON PLAN FOR BUTTER, 40 
PEACE WITH EX-ENEMY COUNTRIES, 15 
(See also under individual countries) 

PERSIA: 

Anglo-Persian Tariff Autonomy Treaty, 1928, 27 
Anglo-Persian Treaty of Peace, 1857, 25 
PERU: 

Anglo-Peruvian Treaties, 1850 and 1864, 25 
PHILIPPINES REPUBLIC: 

Negotiations at Torquay, 1950-51, 224 
POLAND: 

Anglo-Polish Treaty, 1923, 27 
Negotiations of 1935, 7, 81 
PORTUGAL: 

Anglo-Portuguese Treaty, 1914, 27 

POWERS TO GIVE EFFECT TO TREATIES, 4, 20 
PREFERENCE: 

And British colonies, 36 

GATT and surrender of, 227-9, 236 

Negotiations under GATT, 204-6 

Non-contractual margins of, in Proposals of 1945, 145-6 
(See also under TRADE AND EMPLOYMENT) 

Provisions in GATT covering, 166-9 
Canada— 

Negotiation of preferences, 204-6 
Preference to, 1925, 46 
Preference to, 1931, 47-8 
New Zealand— 

Negotiation of preferences, 204-5 
Preference to, 40-1 
South Africa— 

Preference to, 1906, 37 
Withdrawal of preference, 1926, 37 
United Kingdom- 

Negotiation under GATT of preferences with, 204-6 
Preference to, 1907, 3, 38-9 

Preferences under the Ottawa Agreement, 58-9, 65-9 
Preferential primage, 72-3 
Reciprocal preferences up to 1932, 53-4 
Relinquishment of preferences by, 204, 207-8 
Sugar, preference on Australian, 279 

PREPARATORY COMMITTEE FOR THE HAVANA CONFERENCE¬ 
S' under TRADE AND EMPLOYMENT. 

PRIMAGE DUTIES, 59, 72, 80 
And GATT, 167 

PROCEDURES WITH TREATIES, 4, 17, 32-5 

PROPOSALS OF 1945 FOR CONSIDERATION BY A TRADE AND 

EMPLOYMENT CONFERENCE—See under TRADE AND 
EMPLOYMENT. 

QUANTITATIVE RESTRICTIONS-See under TARIFFS AND TRADE, 

GENERAL AGREEMENT ON. 



Index 


311 


RECONSTRUCTION AND DEVELOPMENT, BANK FOR, 142-3 
ROUMANIA: 

Anglo-Roumanian Treaty, 1930, 27 
Peace Treaty of 1947, 241-3 
ROYAL STYLE AND TITLES ACT, 17-18 
RUSSIA: 

Anglo-Russian Treaty, 1859, 23 
SAAR: 

Economic fusion with France, 95, 259-60 

SAINT-GERMAIN-EN-LAYE, Convention of, 1919, revising Berlin and 

Brussels Acts, 25-6 
SALVADOR: 

Anglo-Salvadorean Treaty, 1862, 25 
SANCTIONS ACT, 1935, 136 
SIAM: 

Anglo-Siamese Treaty, 1937, 27 
Peace Agreement with, 1946, 241-2 
SOUTH AFRICA: 

Arrangement of 1906, 37 
Negotiations at Geneva, 1947, 210 
Negotiations at Torquay, 1950-51, 226 
Trade Agreement of 1935, 99 
Trading position to 1935, 98-9 
SOUTHERN RHODESIA: 

Preference on tobacco, 105, 205-6 
Trade Agreement of 1940-41, 104-6 
SPAIN: 

Anglo-Spanish Treaty, 1894, 23 
Anglo-Spanish Treaties, 1922, 1927 and 1928, 26-7 
STERLING AREA: 

Australia as part of the, 16, 180 

SUBMARINE CABLES, CONVENTION FOR THE PROTECTION OF, 20 
SUGAR: 

Commonwealth Countries Agreement, 280, 289 
International Sugar Agreements, 278-80 
Preference on, 279 
SWEDEN: 

Anglo-Swedish Declaration, 1911, 23 
Anglo-Swedish Treaties, 1654-1766, 1826, 23 
Negotiations at Annecy, 1949, 218-20 
Negotiations at Torquay, 1950-51, 225 
Trade Arrangements, 1946-1953, 271-3 
SWITZERLAND: 

Anglo-Swiss Convention, 1914, 25, 95 
Anglo-Swiss Treaty, 1855, 25, 95 
Import licensing and, 98 
Most-favoured-nation treatment, grant of, 96 
Negotiations of 1935, 81, 96 
Trade Agreement of 1938, 7, 96-8, 239 
Trading position to 1938, 95 
SYRIA AND GATT, 217 
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TARIFF—See under CUSTOMS TARIFF. 

TARIFF BOARD, AUSTRALIAN: 

“A” Level recommendations, 82 
And non-contractual margins of preference, 228 
And protective effects of exchange, 70-1, 82 
And sheet glass, 75 

And tlie manufacture of engines and chassis, 112, 114 
And tlie Ottawa Agreement, 58, 60, 65, 67 
TARIFF QUOTAS: 

Use by the United Kingdom, 67 
Use by the United States, 177, 203 

TARIFFS AND TRADE, GENERAL AGREEMENT ON (GATT), 12-15, 

166-229, 233-40 

(For Parts I to III and Articles of tlie Agreement, see Table of Contents, 
pp. xiv and xv) 

Accession to, 194 
Administration of, 193-6 

Administrative action defeating objectives of, prohibition of, 183-7 
Agenda and intersessional business, Ad Hoc Committee for, 196 
Amendments to, 194 

Annecy Protocol of Terms of Accession, 220 
Annex G of, 167 
Annex J of, 179 
Annexes to, 194 

Article 17 of the Havana Charter and, 169-70, 199 
Australia and GATT —See under following main heading. 

Cinematograph films, 182 
Consultation, 189-90 
Countervailing duties, 183-4 
Customs Tariffs—See under Tariff. 

Customs Unions, etc., 191 
Drafting of the, 148 
Dumping, 183 

Duties, valuation of goods for, 184-5 

Effects on existing Australian agreements, 234-40 

Emergency action, 188 

Exceptions, permissible, 187-9 

Havana Charter- 

Application of Parts I-VI of, 170, 193 
Article 17 of, and GATT, 169-70 
Japan and, 252-4 
Joint action by parties, 192 
Most-favoured-nation treatment under, 166, 240 
Non-application of, 194-5 
Nullification or impairment of— 

Action against United States, 190-1 
Action by Chile against Australia, 190 
Action prescribed in case of, 167, 190 
Prohibition of administrative action leading to, 183-6 
Origin, marks of, 185 
Preference, 166-9, 191, 204-6 

Non-contractual margins of, 227-9 
Protection, concealed, prohibition of, 185 
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Protocol of Provisional Application, 148-9, 170, 172-3 
Publication of laws, etc., 185-6 
Quantitative restrictions— 

And the International Monetary Fund, 179-82 
Annex J, 179 

Balance of payments grounds, permissible restrictions on, 174-82 
Elimination of, and exceptions to provisions on, 173-4 
Import licensing in Australia, 231-4 

Non-discriminatory administration of, and exceptions, 177-80 
Revision of, 193, 196 

Schedules of Concessions —See under Tariff Concessions. 

State trading, 186 
Subsidies, 186 
Tariff concessions— 


General application of, 172 

Prohibition of procedures nullifying (See also Quantitative Restric¬ 
tions), 182-7 

Schedules of Concessions, 167, 171, 192-3 
Schedules of Concessions, life of, 193, 227 
Withholding of, 192 
Tariff negotiations— 

At Annecy, 1949, 200, 217-21 
At Geneva, 1947, 148, 199, 200-17 
At Torquay, 1950-51, 200, 223-7 
Objective of, 199 
Pre-existing conditions, 198-9 
Provisions for, 169-71 
Requests, exchange of lists of, 199-200 
Requests, publication of, 200 
Taxation, internal, 182 
Torquay Protocol, 227 
Transit, freedom of, 182-3 
United Kingdom and GATT— 

Waiver under Article 1, 168 
United States and GATT— 

Dairy products, importation into the United States, 184, 190-1 206-7 
Decision to strengthen the administration of GATT 163 
Valuation of goods, 184-5 * 

Withdrawals from, 194 


TARIFFS ^TRADE^G^NERAL AGREEMENT ON (GATT)—AUS- 


Australia and— 
Article 1, 168-9 
Article 2, 170-2 
Article 5, 183 
Article 6, 183-4 
Article 7, 44, 184 
Article 8, 185 
Article 9, 185 
Article 10, 186 
Article 11, 173-4 
Article 12, 176 
Article 13, 177 
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Article 14, 178, 180, 233-4 
Article 17, 187 
Article 19, 188 
Article 21, 189 
Article 23, 190-1, 207 
Article 24, 191 
Article 25, 192 
Article 28, 193 
Article 35, 195, 220-1, 254 
Australia— 

Acceptance of GATT by, 161 

And Japanese participation in GATT, 252-4 

And review of GATT, 196 

Annex G, listing in, 167 

Chile, action against Australia, 190 

Dairy products-protest against United States action, 190-1. 206-7 

Effects of GATT on existing agreements, 234-40 

Import licensing restrictions and GATT, 233-4 

Iron ore, embargo on, 174, 189 

Meat, exports of, 174 

Most-favoured-nation treatment under GATT, 172 
Preferences, negotiation of, 204-6 
Preferential arrangements, preservation of, 167-8 
Preparatory Committee of the Havana Conference, Australian 
membership of, 147 
Primage duty, 167, 217 
Sheep, embargo on, 174, 177 
Sugar, 174 

Tariff Concessions, Schedules of, 171, 217, 220 
Replacement of Schedule I, 223 
Tariff negotiations generally, 13-15 
Tariff negotiations, Annecy, 1949, 217-21 
Tariff negotiations, Geneva, 1947— 

With United Kingdom, 207-8 
With United States, 202-6 
With other British countries, 209-10 
With other foreign countries, 211-17 
Tariff negotiations, Torquay, 1959-51, 223-7 
United States, action against, 190-1 
Waiver under Article 1, 169 
TERRITORIES OF THE COMMONWEALTH: 

And post-federation treaties, 29 
And pre-federation treaties, 21, 26 
Canadian Agreement of 1931, application to, 49-50 
Internal Territories, 21, 26 
Trust Territories of Australia, 26 
Waiver under Article 1 of GATT in favour of, 169 
THAILAND —See under SIAM. 

TRADE AND EMPLOYMENT, UNITED NATIONS CONFERENCE ON, 

HAVANA, 1947-48, 149 

Draft Charter for an International Trade Organisation —See under 
CHARTER. 

Final Act of, 160 
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General Agreement on Tariffs and Trade-See under TARIFFS AND 
TRADE. 

Interim Commission for the International Trade Organisation, 160-1, 195 
Preparatory Committee for, 147-8, 199 
Proposals for consideration by (1945), 12, 144-7 
Joint Statement of 1945, 144-5 

Sponsorship by the United Nations Economic and Social Council, 147 149 
TRADE DIVERSION POLICY, 1936: 

Application to Japan, 9-10, 120-2 
Application to the United States, 8-9, 110-15 
Effects generally, 83 

Effects on Agreement of 1931 with Canada, 49 
TRADE ORGANISATION, INTERNATIONAL—See under CHARTER 

FOR AN INTERNATIONAL TRADE ORGANISATION. 
TRADING WITH THE ENEMY ACT: 

Application to— 

Austria, 241 
Belgium, 90-1 
Bulgaria, 241 
Czechoslovakia, 88 
Finland, 241 
France, 94-5 
Germany, 241, 256, 261 
Hungary, 241 
Italy, 241 

Japan, 241, 245-6, 251 
Roumania, 241 
Siam, 241 
TREATIES: 


(See also under countries concerned) 
Form of British, 4, 17 
Powers in Australia to conclude, 34-5 
Procedures with, 4, 17-18, 31-4 


Withdrawal of Australia from pre-federation British, 3-4 22-5 
TURKEY: ’ 


Anglo-Turkish Treaty, 1930, 27 
Negotiations at Torquay, 1950-51, 224 


UNITED KINGDOM: 


And the Charter for an International Trade Organisation, 164 
British Preference introduced in Australia, 3, 38-9 
Commodity Agreements with Australia, 287-9 
Free Trade in, 36-7, 39 

Collapse of Free Trade policy, 6, 53 
Import Duties Act 1932, 6, 53-4 
Preference on sugar, 279 
Preferential margins— 

Concessions in GATT negotiations, 204-5, 207-8 
Trade Agreement with Australia— 


See under OTTAWA AGREEMENT. 

Trade Agreement with the United States, 1938, 8-9 65 
Treaties, alteration in form of, 4, 17 ’ 

Waiver under Article 1 of GATT, 168 


113, 115 
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UNITED STATES: 

Agricultural Adjustment Act, 201, 207 

And the Charter for an International Trade Organisation, 162-4 
Anglo-American Convention of Commerce, 1815, 116 
Atlantic Charter, 1941, 140 
Countervailing duties, imposition by, 183-4 
Dairy products, action against imports of, 184, 206-7 
Protest by Governments against, 190-1, 206-7 
Defence Production Act, 206-7 
Hawley-Smoot Tariff, 108, 200 

Most-favoured-nation treatment, grant by Australia of, 9-10, 116 
Mutual Aid— 

Agreement with the United Kingdom, 140-1 
Exchange of Notes with Australia, 141 
Negotiations at Annecy, 1949, 218-19 
Negotiations at Geneva, 1947, 201-6 
Negotiations at Torquay, 1950-51, 226 
Reciprocal Trade Agreements Act, 11, 109, 116 
Tariff quotas, use of by, 177, 203 

Trade Agreement with the United Kingdom, 1938, 8-9, 65, 113, 115 
Trade discussions, 1936-41, 115-16 
Trade diversion policy against, 1936, 8, 110-14 
Easing of, 114-15 

Retaliation by the United States, 8, 112-13 
Trade relations to 1936, 108-10 

Treaty of Friendship, Commerce and Navigation, negotiations for, 116-17 
Wool- 

Customs ruling of 1947 on, 202-3 
Duties on, 108 

Negotiations at Geneva, 1947, on, 202 
Negotiations at Torquay, 1950-51, on, 226 
Subsidisation of, 200-1 
URUGUAY: 

Negotiations at Annecy, 1949, 218 


VALUATION OF GOODS FOR DUTY PURPOSES, AUSTRALIAN, 184 
Changes in 1947, 221-3 

Adjustments to the Ottawa Agreement resulting from, 58 (note), 
222-3 

Effects on Agreement of 1933 with New Zealand, 43-4 
VENEZUELA: 

Anglo-Venezuelan Treaty, 1825, 25 

WAR, AUSTRALIAN DECLARATIONS OF, 241 
WAR, CESSATION OF A STATE OF, 241 
WHEAT AGREEMENTS, INTERNATIONAL, 280-3 
WINE: 

Concession on Australian, 208 
Wine names, French, 92 
WOOL, POST-WAR DISPOSALS OF, 283-5 

YUGOSLAVIA: // 

Anglo-Yugoslav Treaty, 1927, 27 
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